Richardson
Electronics, Ltd.

Corporate Headquarters
40W267 Keslinger Road
LaFox, IL 60147 USA

May 2, 1990 Phone: (800)323-1770

(312) 208-2200
FAX. (312) 208-2550
Telex: 283461

Ruth Mancos

Emergency Support Section

U.S. Environmental Protection Agency, 5HS-11
230 South Dearborn Street

Chicago, IL 60604

Dear Ms. Mancos:

Enclosed pleasa find the Response of our Company to the
Request for Information Pursuant to Section 104 (e) of CERCLA and
Section 3007 of RCRA, for the Conservation Chemical Company Site
in Gary, Indiana, which was enclosed with a letter addressed to
National Electronics from Robert J. Bowden of your office dated
January 30, 1990, which we received on or about March 13, 1990.
Pursuant to our telephone call, confirmed in my letter to you of
April 5, 1990, we were given until May 2, 1990 to file our
Response to the Request.

We believe we have fully responded to the Information
Request, except for information and/or copies of liability
insurance policies in response to information request # 8, which
as noted in the response, will be provided as soon as the
peclicies are azssembled. Should you require any further or
additional infeormation or clarification of any of our responses
please do not hesitate to contact the undersigneqd.

It would be appreciated if you would acknowledge receipt of
this letter and our enclosed Response by signing and returning
the enclosed duplicate copy of this letter in the enclosed
stamped and addressed return envelope.

Very truly yours,
RICHARDSON ELECTRONICS, LTD.
L} - »
By 3. oe-'L.
William G. Seils

General Counsel and Secretary

WGS:cak
Enc.

Specialists in the Distribution
and Manufacture of Electron
Tubes and Semiconductors
for tndustry
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STATE OF ILLINOIS )
) ss8.
COUNTY OF KANE )

AFFIDAVIT OF COMPLIANCE

William G. Seils, being first duly sworn, deposes and says:

1. I am General Counsel and Secretary of Richardson
Electronics, Ltd. ("Richardson"). I have responsibility for
Richardson's compliance with Request for Information Pursuant to
Section 104(e) of CERCLA and Section 3007 of RCRA, for the
Conservation Chemical Company Site, in Gary, Indiana, received
by Richardson on March 13, 1990 (hereafter "Request").

2. To the best of my information, knowledge and belief, a
diligent record search has been completed and there has been a
diligent interviewing process with those present employees who
may have knowledge of the operations, hazardous substance use,
storage, tratement, releases, spills, disposal or handling
practices of Richardson between 1970 to 1985, except for those
employees whose interviews were expected to produce no new or
additional infermation.

3. The responses to Request furnished herewith were
prepared by the undersigned based on the records indicated and
the information provided by Richardson employees.

4. To the best of my knowledge, information and belief the
facts set forth in the Responses are true and correct and I am

competent to testify thereto.

William G. Seils

STATE OF ILLINCIS )
} ss.
COUNTY OF KaANE )

Subscribed and sworn to before me
this 2nd day of May, 199%0.

(figi;’f»ﬁ*'Tfff 52;7 :2523;::253:>fﬂnauu1€<;

Notary Public

O g
~My -Commission Expires: }k¢{%zz/7}/¢?f"

e
OFFICIAL SRAL
CAROL A RKUCZYNSK!
NOTARY PUSLIC SIATL OF I4LINOIS

MY COMM, EXP, JULY 17,199




Richardson Electronics, Ltd.
Response To Request For Information
Conservation Chemical Company Site, Gary, Indiana

SUMMARY

Richardson Electronics, Ltd. ("Richardson"), a Delaware
corporation, with its principal place of business at 40W267
Keslinger Road, LaFox, Illinois 60147, is not a Potentially
Responsible Party as it did not dispose or arrange for the
disposition of hazardous substances, pollutants, or contaminants
at the Site. The records relied upon by the United States
Environmental Protection Agency pertain to another company as
more fully described below.

INTRODUCTTION

Richardson responds as follows to the Request for
Information Pursuant to Section 104 (e) of CERCLA and Section
3007 of RCRA, for the Conservation Chemical Company Site, in
Gary, Indiana (the "Request") enclosed with a letter dated
January 30, 1990 from Robert J. Bowden of the United States
Environmental Protection Agency, Region 5, addressed to National
Electronics, P.O. Box 269, Geneva, IL 60134 and received by
Richardson on or about March 13, 1990. The relevant time period
for the Request is from 1970 to 1985. Aall terms used herein not
otherwise defined herein shall have the meaning ascribed to them
by the Request.

Richardson did not send any hazardous substances, pollutants
or contaminants to the Site during the relevant time period.
Richardson believes the Request was delivered to it because it
uses, and has used since May 29, 1981, the name National
Electronics as a trade name for its electron tube manufacturing
operation in LaFox, Illinois which is located just outside of
Geneva, Illinois. Richardson believes that the prior owner of
its premises in LaFox, Illinois, which also operated under the
National Electronics name, may have turned over to Conservation
Chemical Company of Illinois ("CCCI") hazardous substances,
pollutants or contaminants which were generated by another
business that such owner had previously conducted and which CCCI
disposed of at the Site.

On or about May 29, 1981 Richardson acquired an electron
tube manufacturing business (including property, plant and
equipment and right to use the name National Electronics) which
operated at 40W267 Keslinger Road, LaFox, Illinois {the "NED
Business") for approximately $7,000,000 from Varian Associates,
Inc. ("Varian") a Delaware corporation, with executive offices
at 611 Hansen Way, Palo Alto, California 94303, phone number
415-493-4000. The NED Business was purchased pursuant to an



Agreement of Purchase and Sale between Richardson and Varian
dated April 11, 1981, see document production numbers RE 77
through RE 120 (the "NED Business Purchase Agreement"). The NED
Business was a very minor part of Varian's total operations.
Varian, together with its subsidiaries, is a high-technology
enterprise, founded in 1948, engaged in the research,
development, manufacture, and marketing of various products and
services for the fields of communication, defense, industrial
production, scientific and industrial research, health care, and
environmental monitoring. Varian's principal lines of business
are Electronic Device and Systems, Analytical Instruments,
Semiconductor Equipment, and Medical and Industrial Products.
Varian's foreign subsidiaries engage in some of the
aforementioned lines of business and market Varian's products
outside the United States. As of September 29, 1989, Varian
employed approximately 12,100 people worldwide. Varian's gross
sales in its most recently completed fiscal year, September 29,
1989, were $1,343,600,000,

Prior to Richardson's acquisition of the NED Business,
Varian operated a business of manufacturing silicon
semiconductor devices ("SCR Business") from about 1970 to 1980
at the same premises at which it conducted the NED Business.
While Richardson did purchase Varian's remaining inventory of
silicon semiconductor devices Richardson did not purchase the
SCR Businesg. See the NED Business Purchase Agreement, document
page numbers RE 77 and RE 78, which specifically excludes the
SCR Business from the purchase by and sale to Richardson. ©On
the basis of information supplied by Eugene F. Loeb, an employee
of Richardson and a former employee of Varian, it was the SCR
Business of Varian that purchased, stored, and used hazardous
substances that in part were disposed of by turning them over to

CCCI who apparently transported them to the Site. See the
response to request number 7 below.

From reviewing our records and information available it
appears that process wastes of the NED Business, to the extent
there may have been any, were not sent to the Site. However,
since some of the employees that were at one time engaged in the
SCR Business of Varian that generated the hazardous substances,
pollutants or contaminants waste that Varian turned over to CCCI
were subsequently employed by Richardson in its NED Business,
Richardson is responding to the Reguest as best it can with
respect to the purchase, use, storage, handling and disposition
of hazardous substances, pollutants and chemicals at the Site by
the SCR Business.



Request § 1

Identify all persons consulted in the preparation of the
answers to these Information Regquests.

RESPONSE:

(a)

(b)

(c)

(d)

(e)

()

Eugene F. Loeb

40W267 Keslinger Road

LaFox, IL 60147

Employed by Richardson Electronics, Ltd.

Job Responsibility: Vice President Corporate
Engineering

Carl Davison

40W267 Keslinger Road

LaFox, IL 60147

Employed by Richardson Electronics, Ltd.

Job Responsibility: Production Supervisor responsible
for manufacturing production of specific units.

Joseph C. Grill

40W267 Keslinger Road

La¥Fox, IL 60147

Employed by Richardson Electronics, Ltd.

Job Responsibility: Vice President of Human Resources

Leonard R. Prange

40W267 Keslinger Road

LaFox, IL 60147

Employed by Richardscon Electronics, Ltd.

Job Responsibility: Vice President, Treasurer and
Chief Financial OQfficer

William G. Seils

40W267 Keslinger Road

LaFox, IL 60147

Employed by Richardson Electronics, Ltd.

Job Responsibility: General Counsel and Corporate
Secretary

Selwyn Marcus

3100 Dundee Road

Northbrook, IL 60062

Employed by Northbrook Risk Managers, Inc.

Job Responsibility: President of agency, provides
insurance coverage to Richardson



Request # 2

Identify all documents consulted, examined, or referred to
in the preparation of the answers to these Reguests and provide
copies of all such documents.

RESPONSE:

Other than general reference works the documents consulted
consisted of:

(a)

(o)

(c)

(d)

(e)

(f)

(g9)

(i)

Agreement of Purchase and Sale between Varian, as
seller, and Richardson, as purchaser, dated April 11,
1981, relating to the purchase by Richardson from
Varian of the NED Business, a copy of which is attached
hereto as pages numbkered RE 77 through RE 120.

Varian's Form 10-K Annual Report Pursuant to Section 13
or 15(d) of the Securities Exchange Act of 1934 for the
fiscal year ended September 29, 1989, a copy of which
is attached hereto as pages numbered RE 121 through RE
186.

Index cards of purchases of materials by the SCR
Business, duplicate copies of which are attached hereto
as pages numbered RE 1 through RE 50.

Personnel records, duplicate copies of which are
attached hereto as pages numbered RE 277 through RE
280.

Certificate of Incorporation of Richardson Electronics,
Ltd., a copy of which is attached hereto as pages
numbered RE 51 through RE 64.

By-Laws of Richardson, as amended, a copy of which is
attached hereto as pages numbered RE 65 through RE 76.

Financial statements of Richardson for the fiscal years
ended May 31, 1985 through May 31, 1989, copies of
which are attached hereto as pages numbered RE 187
through RE 236.

Richardson tax returns for its fiscal year ending May
31, 1987 through May 31, 1989, copies of which are
attached hereto as pages numbered RE 245 through RE
263,

Richardson preoxy statement for its annual meeting of
shareholders held October 18, 1989, a copy of which is
attached hereto as pages numbered RE 264 through RE
276,



Richardson did obtain from Burke, Murphy, Costanza & Cuppy,
Attorneys at Law, First National Bank Building, 720 W. Chicago
Avenue, East Chicago, Indiana 46312, attorneys for 6500
Industrial Highway Potentially Responsible Party Committee,
copies of EPA records of CCCI relating to the disposition at the
Site of substances and materials picked up from Varian's SCR
Business. 8ince those documents are in the possession of the
EPA copies have not been furnished with this Response.

Request # 3

If you have reason to believe that there may be persons able
to provide a more detailed or complete response to any
Information Request or who may be able to provide additional
responsive documents, identify such persons.

RESPONSE

We have no knowledge of any other persons who could provide
additional information or documents. However, it is possible
that there are persons in the employ of Varian, who may be able
to provide additional responsive documents or information.

Request # 4
List the EPA Identification Numbers of the Respondent.
RESPONSE

United States EPA Identification Number for Richardson is
IID062405204 and the State of Illinois EPA Identification
Number for Richardson is 0898030003.

Regquest # 5

Identify the acts or omissions of any persons, other than
your employees, contractors, or agents, that may have caused the
release or threat of release of hazardous substances,
pollutants, or contaminants and damages resulting therefrom.

RESPONSE:

We have no knowledge of the specific acts or omissions of
any person that may have caused the release or threatened
release of hazardous substances, pollutants, or contaminants
and damages resulting therefrom. If there was or is a



release or threat of release of hazardous substances,
pollutants, or contaminants and damages resulting therefrom
at the Site we assume they were caused by, or that knowledge
of whom they were caused by, is in the possession of the
employees, contractors, or agents of CCCI.

Request # 6

Identify all persons having knowledge or information about
the generation, transportation, treatment, disposal or other
handling of hazardous substances, including but not limited to,
AROCLOR 1016, AROCLOR 1221, ARCCLCR 1232, AROCLOR 1242, AROCLOCR
1248, AROCLOR 1254, AROCLOR 1260, or any other polychlorinated
biphenyl (PCB) by you, your contractors, or by prior owners
and/operators.

RESPONSE:

(a) Varian Associates, Inc.
611 Hansen Way
Palo Alto, CA 94303

(b} Conservation Chemical Company of Illincis
P.O. Box 6066
Gary, IN 46406

(¢} ZEugene F. Loeb
40W267 Keslinger Road
LaFox, IL 60147
Employed by Richardson Electronics, Ltd.
Job Responsibility: Vice President Corporate
Engineering

{b) Ronald Prevost
No address record on file
Last employed by Richardson as Senior Buyer
Job Responsibility: Obtaining materials from suppliers
at lowest cost consistent with considerations of
quality, reliability of source and urgency of need.

{c) Lamonte Walker
No address record on file
Last employed by Richardson as Manager - Facilities
Job Responsibility: Under direction, plans, organizes
and manages employees engaged in maintenance and
cleaning of grounds, buildings, parking lots,
manufacturing machinery and other equipment.



(d) Harry Haase
No address record on file
Last employed by Richardson as Supervisor - Electrical
and Mechanical in=-process maintenance
Job Responsibility: Under direction, plans, organizes
and directs employees engaged in electrical and
mechanical in-~process maintenance to support production
and building facilities.

(e) Larry Higgins
No address record on file
Last employed by Richardson as Senior Buyer
Job Responsibility: Obtaining materials from suppliers
at lowest cost consistent with considerations of
quality, reliability of source and urgency of need.

(f) Carl Davison
40W267 Keslinger Road
LaFox, IL 60147
Employed by Richardson Electronics, Ltd.
Job Responsibility: Production Supervisor responsible
for manufacturing production of specific units.

Request # 7

Did you ever use, purchase, store, treat, dispose, transport
or otherwise handle any hazardous substances or materials,
including but not limited to. AROCLOR 1016, AROCLOR 1221,
AROCIOR 1232, AROCLOR 1242, AROCLOR 1248, AROCLOR 1254, AROCIOR
1260 or any other (PCB)?

RESPONSE:

No. However, as noted in the Introduction to this Response
the Natiocnal Electronics division of Varian operated a business
of manufacturing silicon semiconductor devices, the SCR
Business, during a period of approximately 1970 to 1980 when it
ceased such operations. It was that manufacturing operation
that used the hazardous substances, and generated the wastes
that were delivered to CCCI and which CCCI apparently disposed
at the Site. The same division of Varian also operated an
electron tube manufacturing operation which was purchased by
Respondent, Richardson, in 1981, The response to this request
sets forth information with respect to Varian's SCR Business
provided by Eugene F. Loeb, an employee of Respondent who was
also an employee of Varian at the time it operated the SCR
Business which used, purchased, stored, treated, disposed,
transported and otherwise handled the hazardous substances
noted.



Request:

If the answer to the preceding question is anything but an
unqualified "no", identify:

a) The chemical composition, characteristics, physical
state (e.q., seolid, liquid) of each hazardous substance;

RESPCNSE:
The following chemicals were used by Varian's SCR Business:

) Acetone (CH,),CO, liquid

) Trichloroetﬁyiene C,H43CL,, liquid

} Hydroflouric Acid HF, liquid

} Hydrochloric Acid HCL, liquid

) Sulphuric Acid H,50,, liquid

6) Acetic Acid CH;CO,H, liquid

) Methanol CH,OH, liguid

) Caustic Soda NaOH, liquid

) Cyanide KCN, crystals

0) Lapping oil, liquid

1) Mixed acilds, liquid. Mixtures of:
Hydroflouric acid HF
Nitric acid HNo
Acetic acid CH %02H
Phosphoric acid HPO,

(12) Freon CL,CF,, liquid

— T

Request:

b) Who supplied you with such hazardous substances:

RESPONSE:

Records indicate that the suppliers to Varian's SCR Business
for each of the chemicals identified in response to 7.a) above
were as set forth below. The numbers correspond to the number
identifying the chemical in 7.a) above.

(1) J.T. Baker Co., Phillipsburg, NJ 08865
Producers Chemical, Batavia, IL 60510
Allied Chemical Co., Morristown, NJ 07960
(2) Baron-Blakeslee Inc., Chicago, IL 60650
Chemcentral/Chicago, Chicago, IL 60638
Producers Chemical Co., Batavia, IL 60510
Detrex Chemical Inc., Melrose Park, IL 60160
(3) J.T. Baker Co., Phillipsburg, NJ 08865
Allied Chemical Co., Morristown, NJ 07960
(4) J.T. Baker Chemical Co., Phillipsburg, NJ 08865
Allied Chemical Co., Morristown, NJ 07960
Producers Chemical Co., Batavia, IL 60510
Mallinckrodt Chemical Co., St. ILouis MO 63160



(5) Producers Chemical Co., Batavia, IL 60510

(6) Allied Chemical Co., Morristown, NJ 07960
J.T. Baker Chemical Co., Phillipsburg, NJ 08865

(7) Producers Chemical Co., Batavia, IL 60510
Phillip & Martin, Addison, IL 60101

(8) Producers Chemical Co., Batavia, IL 60510

(9) No supplier record available

(10) Crane Packing Co., Rosemont, IL 60018

(11) Allied Chemical Co., Morristown, NJ 07960
Mallinckrodt Chemical Co., St. Louis MO 63160

(12) Baron-Blakeslee Inc., Chicago, IL 60650
Detrex Chemical Ind., Melrose Park, IL 60160

Request:

c) How such hazardous substances were used, purchased,
generated, stored, treated, transported, disposed or otherwise
handled by you;

RESPONSE:

c) As previously stated these chemicals were not used by
Richardson, but were used by Varian's SCR Business in the
production processes of silicon semiconductor devices,
specifically silicon rectifiers and silicon controlled
rectifiers during the 1970's. Varian exited the
semiconductor manufacturing business in 1980, discontinuing
the use of the substances specific to this product line.

The substances were all purchased from outside
suppliers as indicated in the Response to 7.b) above. None
were generated on site.

The virgin purchased substances were stored in a safe
hazardous materials storage area. The spent substances were
stored likewise in a separate area.

The spent substances were disposed of through EPA
approved disposal agents, such as CCCI. Some small amounts
may have been neutralized on site, qualifying them for
disposal as nonhazardous substances,

Request:

d) When such hazardous substances were used, purchased,
generated, stored, treated, transported, disposed or otherwise
handled by you;

RESPONSE:

d) As previously stated these chemicals were not used by
Richardson, but were used by Varian's SCR Business. The



bulk of these substances were used, purchased, stored,
transported, handled and disposed of by Varian's SCR
Business between about 1970 and 1980.

Redquest:

e) Where such hazardous substances were used, purchased,
generated, stored, treated, transported, disposed or otherwise
handled by you; and

RESPONSE:

e) As previously stated these chemicals were not used by
Richardson, but were used by Varian's SCR Business. These
substances were used, purchased, and stored by the Varian
SCR Business at

National Electronics

Division of Varian Associates, Inc.

40W267 Keslinger Road

LaFox, IL 60147

Disposal originated from that location as noted in 7.c)
above.

Request:

£) The guantity of such hazardous substances used,
purchased, generated, stored, treated, transported, disposed or
otherwise handled by you.

RESPONSE:

£) As previously stated these chemicals were not used by
Richardson, but were used by Varian's SCR Business. Based
cn index cards reflecting purchases by Varian's SCR Business
we have calculated an estimate of the annual usage of these
chemicals by Varian's SCR Business. These quantities are
approximates, based on the sketchy purchasing records
available, covering the period of 1970-1980. The records
available cover generally 1977-1980, which were peak use
years. The business was small in 1970, growing steadily
until ended in 1980. So the usages represent approximate
average yearly usage for this period.

1. Acetone 3,000 gals/yr.
2. Trichloroethylene 5,000 gals/yr.
3. Hydroflouric acid 1,000 gals/yr.
4. Hydrochloric acid 1,000 gals/yr.
5. Sulphuric acid 200 gals/yr.
6. Acetic acid 250 gals/yr.
7. Methanol 1,000 gals/vyr.



8. Caustic soda 50 gals/yr.

9. Cyanide 10 gals/yr.
10. Lapping eoil 300 gals/yr.
11. Mixed acids 2,000 gals/yr.
1l2. Freon 600 gals/yr.

Request # 8

Identify all liability insurance policies held by Respondent
from 1970 to 1985. 1In identifying such policies, state the name
and address of each insurer and of the insured, the amount of
coverage under each policy, the commencement and expiration
dates for each policy, whether or not the policy contains a
"pollution exclusion" clause, and whether the policy covers or
excludes sudden, nonsudden or both types of accidents. In lieun
of providing this information, you may submit complete copies of
all relevant insurance policies.

RESPONSE:

Richardson dcoes not have liability insurance policies that
may have been held by Varian's SCR Business. Richardson does
not have on its premises its policies for the period required.
To the extent they are available they are being assembled by
Richardson's insurance agent, Northbrook Risk Managers, Inc.
They or the information will be delivered upon receipt.

Recuest # 9

Provide copies of all income tax returns sent to the Federal
Internal Revenue Service in the last three years.

RESPONSE:

See attached document preoduction numbers RE 245 through RE
263.
Request # 10.

If Respondent is a Corporation, respond to the following
requests:

a) Provide a copy of the Articles of Incorporation and
By-Laws of the Respondent;

RESPONSE:

See attached document production numbers RE 51 through RE
76;



b) Provide Respondent's financial statements for the past
five fiscal years, including, but not limited to those filed
with the Internal Revenue Service.

RESPONSE:

See attached document production numbers RE 187 through RE
236;

c) Identify all of Respondent's current assets and
liabilities and the person who currently own or are responsible
for such assets and liabilities.

RESPONSE:

See attached document production numbers RE 237 through RE
244, which sets forth the most current statement of Respondent's
assets and liabilities. See also attached document production
numbers RE 264 through RE 276 which sets forth information on
ownership of Richardson and its board of directors on pages
numbers RE 264 through RE 269,

Request # 11

If Respondent is a Partnership, provide copies of the
Partnership Agreement.

RESPONSE:
NA

Request # 12

If Respondent is a Trust, provide all relevant agreements
and documents to support this claim.

RESPONSE:
NA
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P - Barber Coleman Co., Rockford _ A. H., Guernsey,
iurchasing

Only outbound chemical of consequence is 2,000 gallons a wonth of mixed oils
including lub oils, cutting oils, and probably hydraulic oils. Never the less
he would like our brochure., Wiil Kansas City please send to A. H. Guernscy,
Purchasing, Barber Cclemaun Co., 1300 Rock St., Rockford, Ill. 61101.

P - Admiral Radio, Harvard, Ill,
Attermpted to phone Orland Turrif but he was per usual not available. The
phone service in this place {s terrible. Will phone from Lake Loff later.

November 22, 1974

Northshore Sanitary Discrict - 811l Koepsal

The second tank wagon of ferric chloride from Conservation is delivered, they
are resting easicr with us. Bids for the 1975 ferric chloride and lime re-
quirements will be mailed out shortly, we helped Keepsal on his rewording to
include 26% ferric chloride.

P - EPA, Springfield, Ill. W. Child

Child returned my phone call to say that he had been unable to obtain any policy
clarification regarding liquid chemical disposal in land fills. Nevertheless
they were sending us what data they had available in regard to Pagel's pit.

We will have to sce what they finally show up with.

Child also suggests that the only way I can assemble the picture of '"what is
happening' is to come to Springfield and talk to the people. He volunteers

to arrange appeintments for me and introductions with several important people
involved including his boss, etec. (N.B. Hjersted vetos this to my regret. 1
believe that this is the only way that we will find out what the thinking is.
Whether the thinking stays put after our investigation of it is of course a
matter of speculation).

November-ZS, 1974

Phone Conference with Art Davis:

Trent Tube - Art suggests I call here,East Troy, Wis. to check this situation in
view of receipt of an inquiry from Trent Tube for prices on substantial quantities
of a pickle liquor or neutralized sludge from same. This account has to now been
handled through Hydrite Chemical.

Samples of Pickle Liquor not wet rsceilved from Northwest Steel & Wire - Horn
phoned Northwest to find they have not been sent, are still coming when available.

End of conference with Art Davis.

P -~ Corey Steel Perkins *
The machinery to prcduce copperas and rejuvenate his picle liquor is out of
commission. He has some 6,000 gallons a week of picle liquor available and will
receive a quotaticn from us on this. I asked for a sample which he says will be
available in a week or so, They are rebuilding their acid tanks. Horn will pick
up this sample and rush it to Gary for this is a clean pickle liquor, sulphuric.
It would be of use to us in several directions. Perkins says It will be a year
¢~ meve before they zet le uew parte for their centrifuge for their rejuvenating
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Epwarp L. BURKE
LEsTER F. MUurPHY""
JosePH E, COSTANZA'®
FrREDERICK M. CUPPY
GeEraLD K. HREBEC
ANDREW J. KoPrO®
LaMperT C. GENETOS
GERORGE W, CARBERRY
Davip K. Rawica
KaTHERYN D. SCEMIDT
Davip CERVEN
DeMETR! J. RETSON"

EL1ZABETH P. MOENNING®

PrirLIr A, NORMAN
PavLa E. Nerpr*

A TED KUNDRAT
LiLy M. SCHAEFER

"Arso ADMITTED IN ILLiNOIS

BurkEe, MurpHY, CosTanza & Curpy
ATTORNEYS AT Law
810 GAINER BANE CENTER
8585 BrRoaDwaAY
MERRILLVILLE, INDIANA 46410-7002
(218) 769-1313
TELECOPIER (218) 769-4808

May 3, 1990

"*ALSO ADMITIED IN ILLINOIS AND FLORIDA

Mary I.. Fulghum, Esqg.

Assistant Regional Counsel

United States Environmental
Protection Agency

Region V

230 South Dearborn Street
Chicago, IL 60604

Dear Ms. Fulghum:

RoDNEY B, DYyERLY
OF COoUNSEL

FirsT NATIONAL BANK BUIiLDING
720 W. CHICAGO AVENUE
EasT CHICAGO, IND1ANA 468312
(219) 397-2401
TELECOPIER {210) 387-0508

We enclose at your request a copy of the last known address and
contact person for the 247 potentially responsible parties
originally listed by the USEPA in connection with the
Conservation Chemical Site of Illinois, Gary, Indiana, facility.

It will be apparent upon reviewing the enclosed list that for
some of the listed PRP's there are no addresses available to us.
Upon review of the information if you have further questions,
please do give me a call.

PEN/jr

Enclosure

Very truly you s,

A0 Wy

PAULA E. NEFF 7¢
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Agreement of Purchase and Sale

This Agreement, dated <:§011u- A\ , 1981, is by

and between Varian Associates, Inc., a Delaware corporation,
having a principal office at 611 Hansen Way, Palo Alto, California
("Seller") and Richardson Electronics, Ltd., an Illinois corpora-
tion, having a principal office at 3030 North River Road, Franklin
park, Illinois, ("Buyer"). It evidences the sale to Buyer by
Seller, and the purchase and assumption by Buyer from Seller, of
the assets, business, liabilities and goodwill of Seller's
National Electronics Divisiony currently located at Sellers
premises on Keslinger Road, LaFox, Illinois, Geneva post office
(excepting specifically Seller's silicQn controlled rectifier
{"SCR") business the products of which are identified in Exhibit
1-A attached hereto) related to the manufacture and sale of the
ignitrons, rectifiers, thyratrons and read-out tubes as described
in the catalogs attached hereto as Exhibits 1-B, 1-C, 1-D and 1-E
(collectively referred to hereinafter as the NED Business).

For and in consideration of the mutual covenants and
conditions and other valuable consideration set forth herein, the
parties hereto represent, warrant, sell, purchase, assume, and
agree as follows:

l. Sale of Assets

A. Seller hereby sells, conveys, assigns, transfers and

delivers to Buyer, and Buyer hereby purchases, accepts and



assumes from Seller all of Seller'sg right, title and interest in
and to the NED Business (specifically excluding Seller's SCR
business) which includesg the following assets and propertieg
relating to and utilized in Seller's NED Business, a1l of which
are hereinafter collectively referred to as the Assets:

(1) All inventories owned by Seller on the Closing
Date including but not limited to finishegd goods, pParts, supplies,

materials, and work-in-process inventories listed on Exhibit .2

*Inventories"),

{(2) Aall Machinery and Equipment owned by Seller on the
Closing Date and located at the NED Business premises and also
that which is owned ang used by Seller solely in the NED Business
at other locations, including but not limited to machinery,
equipment and fixtures listed on Exhibit 3 attacheg hereto which
is stated as of February 27, 1983 { the "Machinery and Equipment").

(3) All Trade Accounts Receivable as listed on Exhibit
4 attached hereto which is stated as of February 27, 1933 adjusted
as of the Closing Date as provided for in Article 3C hereof,

(4) a) All of the gaseous tube know-how, in the form
in which it exists currently at the NED Business premises on the
Closing Date, employed by Seller in its NED Business research,
development, fabrication ang manufacture of ignitron, rectifier,

thyratron, and read-out tubes, subject however, to the specific
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exclusion of any such unpatented and patented proprietary know-how

owned by Seller which Seller also employs in its other businesses;
b} Seller's rights in the patents listed in
Exhibit 5 attached hereto.
¢) Seller's rights in the trademark listed in
Exhibit 6, attached hereto.

{5) Real property as described in Exhibit 7 attached
hereto {(the "Property").

(6) The list of current éustomers aof the NED Business
as indicated on Exhibit 8, and other good will in the NED Business,
and books and records of the NED Business,

B. With respect to unpatented proprietary know-how aunsi ‘uy
wew'ler which Seller employs in its NED Business and which Seller
also employs in its other businesses, Seller hereby covenants and
agrees not to sue Buyer for any use which Buyer may make of such
know-how in the research, development, fabrication and manufactur-
ing of ignitron, rectifier, thyratron and read-out tubes. With
respect to patented proprietary know-how which Seller owns and
which Seller heretofore has used in the fabrication and manufacture
of ignitron, rectifier, thyratron, and read-out tubes in the NED
Business Seller hereby covenants and agrees not to sue Buyer
for the use of said patented proprietary know-how in the fabrica-~
tion and manufacture of ignitron, rectifier, thyratron and
read-out tubes.

RE' 79

2/




2. Assumption of Certain Liabilities

A. Seller hereby assigns and delegates to Buyer, and Buyer
hereby accepts and assumes, all of Seller's right, title, and
interest in, and all of the obligations and liabilities relating
to the NED Business under the following:

(1) All open contracts, customer orders, leases,
quotations and proposals entered intc in connection with or for
the sale of NED Business products. A list of said items existing
as of February 27, 1981 which were in excess of $5,000 is set
forth on Exhibit 9. 8aid list shall be updated as of the Closing
pate.

{(2) All open purchase orders, contracts, and all other
obligations with vendors and suppliers entered into in conneétion
with or for the purchase of goods for use in the NED Business.

A list of said items in excess of $5,000 together with a complete
list of all personal property leases existing as of February 27,
1981 are listed on Exhibit 10. This list will be updated as of
the Closing Date.

{3) All accounts payable, payrcll taxes, employee
benefits and entitlements therein (including without limitatien
vacation and sick pay) and other accrued liabilities existing as
of February 27, 1981 as and in the amount listed on Exhibit 11.
Such Exhibit will be adjusted as of the Closing Date as provided
in Article 3C. It is agreed that the amount of such sick pay

entitlements assumed hereunder will not be detailed on such

Exhibit 11. ’_ﬂE 0
e




{4) All state and local real property taxes, as listed

on Exhibit 12 accrued as of February 27, 1981 which will be
updated as of the Closing Date as provided in Article 3C and all
such taxes and assessments which become due and payable subsequent
to the Closing Date.

(5) All sales and use taxes arising out of the transfer
of the Assets as herein provided. Buyer agrees to provide Seller
with a valid and current Illinois Resale Certificate for the
Inventories for which Buyer claims a tax exemption. Buyer
further agrees to pay such taxes promptly when due following the
determination of valuation as provided in Article 2C hereof.

(6} All customer warranty obliga'ions and claims under
the Seller’'s standard written warranties applicable to all |
products of the NED Business shipped by Seller prior to the
Closing Date. In the event that Buyer's cost of performing
warranty service hereunder with respect to products of the NED
Business shipped by Seller prior to the Clesing Date exceeds
$25,000 within a product line for any failure resulting from a
common cause within a product line, Seller will pay any direct
labor, fringe and material costs (exclusive of overhead and
profit) incurred by Buyer in excess of said §25,000 to perform
such warranty service for said failure within a product line due
to said common cause in accordance with Seller's standard written
warranty applicable to such products of the NED Business at the

date of sale by Seller provided that:
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(i) Seller is advised by written notice by Buyer each

time that Buyer's costs in performing warranty
service hereunder has exceeded an agyregate of
$5,000 for warranty claims arising from each
common cause within a product line. Upon receipt
of such notice Seller shall have the right to
inspect such claims, the products affected and the
warranty service being performed, and Buyer agrees
to cooperate with Seller in the event that Seller
attempts to remedy the cause of the failure, and

(ii) Seller's cobligation to make the payments provided
for in this Article 2A(6) shall terminate with
respect to any claims notice of which has not been
given to Seller by Buyer within the longest period
provided in Seller's standard written warranty
applicable to the specific tube type as to which
the claim is made,

B. As of the Clocsing Date, Buyer agrees to perform and pay
when due, all the debts, liabilities, obligations and contracts
specifically assumed pursuant to Article 2A above, and to
indemnify Seller and hold Seller wholly free and harmless with
respect to all costs, expenses, liabilities and claims of whatso-
ever nature with respect to all such assumptions.

C. Buyer shall not be liable or responsible for any other

claim, liability or obligation relating to the NED Business prior
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to the Closing Date except as otherwise set forth specifically in

this Agreement. Without limiting the generality of the foregoing,
puyer shall not be liable for or in respect of:

{l) Product liability claims with respect to products
of the NED Business sold by Seller prior to the Closing Date;

(2) Claims for infringement of patent or other proprie-
tary rights arising out of or with respect to products of the
NED Business sold prior to the Cleosing Date.

3. Purchase Price and Payment

The Purchase Price to be paid for the Assets shall be
seven Million Dollars ($7,000,000) (hereinafter called the
"purchase Price").

A. The Purchase Price less any credits or adjustments
provided for herein or in the Option Agreement shall be paid to
Seller at the Closing by wire transfer by Buyer to the account

of:

B. The Purchase Price is to be allocated as set forth in
Exhibit 13 attached hereto.

¢. The amounts shown on the exhibits referenced in Article
1A abéve for Trade Accounts Receivable and Inventory, and for

Liabilities set forth in Article 2A(3) and 2A(4) are stated
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as of February 27, 1981. These items will be restated by Seller

as of the Closing Date to accurately reflect their then existing
value with a final determination by the parties within 45 days
from the Closing Date. In all instances receivables, inventories and
liabilities attributable to Seller's silicon controlled rectifier
{SCR) business will be excluded in the final determination from
both the February 27, 1981 and the Closing Date accounting data.
In the event that the net aggregate of these three
items (i.e., Trade Accounts Receivable and Inventory less Liabili-
ties) upon such final determination exceeds the aggregate total
of such items based on the Fesruary 27, 1981 figures, the Purchase
Price will be increased by the amount by which the aggregate
total of such three items as of the Closing Date exceeds the
amount of the aggregate total of such three items based on the
February 27, 1981 figures plus $35,000. In the event the net
aggregate total of these three items upon such final determina-
tion is less than the total agaregate of such three items based
on the February 27, 1981 figures, the Purchase Price will be
reduced by the amount by which the aggregate total of such three
items as of the Closing Date is less than the amount of the
aggregate total of such three items based on the February 27,

1981 figures minus $35,000. Any such adjustment in Purchase

Price will be allocated by mutual agreement of the parties.
In the event that Seller and Buyer are unable to agree E

with respect to the final determination of any of the said three
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items, they will within a five (5} day period following the end

of the aforementioned forty-five day period submit for E£inal
determination the specific issues on which they are unable to
agree and which do not exceed $25,000 to an arbitrator acceptable
to each party hereto selected from the panel of arbitrators of
commercial disputes maintained by the Chicago Office of the
American Arbitration Association. Such arbitration shall be
conducted pursuant to the rules of the American Arbitration
Association, and the decision of such arbitration shall be
binding on both parties hereto.

4. Representaticns and Warranties

A. Seller hereby makes the following representations and
warranties to Buyer, each of which is and shall be true as of the
Closing Date:

(1) Qrganization:

Seller is a corporation duly incorporated, validly
existing and in good standing under the laws of.Delaware, and has
all necessary corporate power and authority to authorize the
execution, delivery, and performance of this Agreement.,

{(2) Actions Taken:

All corporate actions required for Seller to
authorize execution and delivery of this Agreement and consumma-
tion of the transactions and obligations provided herein have
been duly taken and this Agreement is valid, binding and enforce-

able as to Seller.

T o nﬁgas/p/j//
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{3) No Violation:

The execution and delivery by Seller of this

Agreement does not and the consummation by Seller of the transac-

tions contemplated hereby will not violate any proyision of the

"G articles of incorporation or bylaws of Seller, or of any judgment,
decree, court order, contract, agreement, mortgage, indenture or

.E arbitation award or ruling apéE;}ble to Seller, nor to the

knowledge of Seller does execution and delivery of this Agreement

by Seller and the performance of the same viclate any law,

statute or regulation of any governmental authority.

{(4) Consents and Cooperation:

Attached hereto as Exhibit 14 is a list of all
contracts (except sales orders, purchase orders, and related'
instruments), commitments, mortgages, agreements, leases, and
instruments which are substantial and material in Seller's
current conduct of the NED Business requiring the consent of
another party thereto in order to affect an assignment or transfer
of Seller's interests pursuant to this Agreement and the consumma-
tion of the transactions contemplated hereby. It is agreed that
no provision of this Agreement shall be construed as an attempt
to agree to assign any contracts which may not be assigned
without the consent of the other party or parties thereto unless
such consent shall have been given and the parties hereto agree
to cooperate and use their best efforts to fulfill all such

contracts in order that Buyer may receive the benefits thereof.

~
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Except as provided above Seller is not required to obtain the

consent, approval or waiver of any person not a party to this
Agreement to any matter which is substaintial and material hereto
with regard to the execution, delivery or performance of this
Agreement that has not been obtained.

{(5) Performance and Qperation of Business:

Subject to the provisions of Article 11 hereof, at
all times since November 1, 1980 Seller has operated the NED
Business in the ordinary course and in accordance with good
business practice for a continuing business and, Seller represents
and warrants that to the best of Seller's knowledge, the NED
Business has not been materially adversely affected by failure to
obtain or comply with a license, permit, order, authorization,
grant, agreement, lease or other document, order or rule, statute,
law, ordinance or regulation to which Seller is a party or by
which Seller, the Assets or the NED Business is bound.

(6) Written Warranty:

Copies of Seller's standard written sales warran-
ties applicable to NED Business products manufactured and sold by
Seller for the 2-year period prior to the Closing Date are
attached hereto as Exhibit 15,

{(7) Inventory Valuation:

NED Business Inventories are valued in accordance
with Seller's standard inventery valuation practice. Finished

goods inventory meet the specifications applicable thereto as
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lar representation or warranty.

(8) Infringement:

Seller has not made, nor does it make, any represen-

tation or warranty to Buyer that any of the Assets sold, or any
of the products of the NED Business or any of the Processes usegd
in production of such Products, are free fronm infringement of the
patent or other proprietary rights of others, Seller doeg
represent and warrant, however, that except as may be disclosed
on Exhibit 16, attached hereto, seller jg not aware of any

pending or proposed claim that Seller has infringed or is infring-

forth on Exhibit 6.

{2) Financial Statements:

the three-year period ended September 30, 1980, 4 COPY of which

is attached as Exhibit 17, gyeh balance sheet has been Prepared
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in accordance with generally accepted accounting principles for
divisional operations, is complete and correct and fairly presents
as of the date thereof the assets and liabilities of the NED
Business. The statements of profit and loss present fairly the
sales, cost of sales and operating expenses of the NED Business.
rhe adjustment under Article 3C will be prepared in accordance
with generally accepted accounting principles for divisional
operations consistently applied.

{10) Title to Personal Properties:

The Seller to its knowledge and belief has good
and marketable title to the I;ventories, Machinery and Equipment,
patents, Trademark, and Trade Accounts Réceivable {excepting any
accounts for which there is a claim to offset or to which there
is a dispute) to be scld to Buyer hereunder, subject to no
mortgage, pledge, lien, encumbrance, security interest, or
charae . exaernt fian L, LWanars Snown on Exhibit 18 as securing h
specified liabilities (with respect to which no default exists),

ii) those disclosed in the divisional balance sheet for the NED

Business as of February 27, 1981 as provided for in Article |
42(9), iii) the lien of taxes not yet due and payable (if appli-
cable) and iv) minor encumbrances and imperfections of title, if
any, which are not substantial in amount and do not materially
detract from the value of the properties subject thereto, or

materially impair the NED Business operations.

£f;:Jh{r ﬂif??EE}ig /




(L

{l11l) Disputes and Controversies:

To the best of Seller's knowledge there are no
disputes or controversies involving individually more than $5,000
existing between Seller and any of its customers or suppliers
with respect to any contract inveolving any NED Business except as
set forth in Exhibit 19.

(12) Labor Contracts:

The NED Business is not a party to any labor
contracts covering the current NED Business employees and there
are no threatened work stoppages at the NED Business premises and
there are no major disputes or controversies existing between the
management of the NED Business and its employees. !

(13) Taxes:

The NED Business is not presently involved in any
active or outstanding dispute involving substantial and material
amounts with respect to any sales, personal or real property J,
taxes as to the amount of taxes due, nor has it to the best of }
its knowledge and belief received any notice of any deficiency,
audit or other indication of deficiency from any tax authority,
with respect to the NED Business.

(14) Insurance:

Assets are and will be adequately insured against

fire and casualty to the Closing Date.

{15) Employee Benefit Plans:

Set forth in Exhibit 20 is a complete list and a

-14~
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description as set forth in Varian's Standard Benefits Booklets

of each health insurance program and pension, profit sharing,
retirement plan or arrangement covering employees of the NED
pusiness to which Seller is a party.

{16) Exhibits:

Each schedule and exhibit furnished hereunder by
geller is substantially true, correct and complete in all material
respects. No representation or warranty by Seller in this
Agreement nor any document, statement, certificate, exhibit or
schedule furnished or to be furnished to Buyer pursuant hereto,
or in connection with transac;ions contemplated hereby, contains
or will contain any untrue statement of a material adverse fact,
or omits or will omit to state a material adverse fact necessary
to make the statements of facts contained therein not materially
misleading.

B. The representations and warranties of Seller contained
in subparagraphs 1, 2, 3, 4, 5, 6, 7, 8, 9, 11, 12, 13, 14, 15,
and 16 of Article 4A, hereof, shall survive the Closing Date for
a period of two years thereafter and those in subparagraph 10
shall survive the Closing Date for a period of 10 years thereafter.
C. Seller makes no representations and/or warranties,
express or implied, to Buyer except as expressly provided in this
Agreement, its exhibits or attachments. It is further provided
that representatibns and warranties of Seller shall not apply

to any matter with respect to which Buyer has agreed in writing
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with Seller not to rely upon Seller's representations.

D. Buyer hereby makes the following representations ang
warranties to Seller, each of which is and shall be true as of

the Closing Date.

(1) Organization:

Buyer is a corporation duly incorporated, validly
existing and in good standing under the laws of the State of
Illinois, and has all necessary corporate power and authority to
authorize the execution, delivery and performance of this Agree-

ment.

(2) Action Taken:

All corporate actions required for Buyer to authorize
execution énd delivery of this Agreement and consummation of the
transactions and obiigations provided herein have been duly
taken, and this Agreement is valid, binding and enforceable as to
Buyer.

{(3) No Violation:

The execution and delivery by Buyer of this Agreement
does not and the consummation by Buyer of the transaction contem-
plated hereby will not violate any provision of the articles of
incorporation or bylaws of Buyer, or of any judgment, decree,
court order, contract, agreement, mortgage, indenture or arbitra-
tion award or ruling applicable to Buyer, nor to the knowledge of
Buyer does executlon and delivery of this Agreement by Buyer and

the performance of the same violate any law, statute or regulatlon
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of any governmental authority.

{4} Consents and Ccoperation:

Buyer is not required to obtain the consent, approval
or waiver of any person not a party to this Agreement to any
matter which is substantial and material hereto with regard to the
execution, delivery, or performance of this Agreement that has
not been obtained.

(5} Financial Statements:

Attached hereto as Exhibit 21 is the consolidated
palance sheet of Buyer as of February 28, 1981, tocgether with a
consolidated statement of income and retained earnings of Buyer
for the period then ended and the fiscal year to such date. Such
financial statements, though unaudited, have been prepared in
accordance with generally accepted accounting principles consis-
tently applied by Buyer through the period covered and fairly
present the financial position of Buyer as of the date of said
balance sheet and the results of its operations for the period
covered.

(6) Exhibits:

Each schedule and exhibit furnished hereunder by
Buyer is substantially true, correct and complete in all material
respects. No representation or warranty by Buyer in this Agree-
ment nor any document, statement, certificate, exhibit or schedule
furnished or to be furnished to Seller pursuant hereto, or in

connection with transactions contemplated hereby, contains or

oy vRen
| - j




will contain any untrue statement of a material adverse fact, or
omits or will omit to state a material adverse fact necessary to

make the statements of facts contained therein not materially

misleading.

{(7) Subsidiary:

Each subsidiary of Buyer which may receive any interest
or assets or assume any obligation or liability, or take any
action by virtue of this Agreement is, or will be on the Closing
pate, a corporate entity duly organized and incorporated,
validly existing and in good standing under the laws of the
jurisdiction where incorporated, and on the Closing Date shall
have taken all corporate actions which may be required to au;hor-
ize acceptance of such assets, assumption of such obligations
and/or liabilities, or such other actions contemplated by this
Agreement.

; (8) Survival:

The representations and warranties of Buyer contained
in subparagraphs 1, 2, 3, 4, 5, 6 and 7 of Article 4(D) hereof
shall survive the Closing Date for a period of two years there-
after.

E. Buyer makes no representations and/or warranties,
express or implied, to Seller except as expressly provided
in‘this Agreement, its exhibits or attachments. It is further
provided that representations and warranties of Buyer shall

not apply to any matter with respect to which Seller has agreed
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in writing with Buyer not to rely upon Buyer's representations. ’

F. The rights and remedies of each of the parties with
respect to misrepresentations or breaches of the warranties
provided in this Agreement are limited to those misrepresentations
or breaches of warranty which are adverse to the claiming party
and are material with respect to this Agreement, the purchase and
sale transaction which it evidences and the rights of the claiming
party taken as a whole. The Party claiming injury from any
misrepresentation or breach of warranty shall, within a reason-
able tiﬁe after discovery thereof ang within the specified time
period applicable thereto, give written notice to the other party
of each such misrepresentation or breach of warranty and the

parties shall cooperate fully with each other to resolve each

gsuch matter through mutual agreement, including, where necessary
to substantially preserve the benefits of this Agreement for each
of them, the payment of Mmoney. In the event that the parties are
unable to reach agreement within a reasonable period of time,
then, provided that it has made reasonable efforts to meet with
the other party and to negotiate a settlement of the matter,
either of them shall be entitled to sue for money damages caused
Solely by such claimed breach of warranty or misrepresentation.
The foregoing shall constitute the sole and exclusive remedy of
each of the parties with respect to any misrepresentation or

breach of any warranty with respect to this Agreement,
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Opinions of Counsel

5.
A. ©On the Closing Date, Seller will deliver to Buyer the

opinion of its counsel, John Cooper, Esq., dated the Closing
pate, stating:

(1) that Seller is a corporation duly incorporated,
validly existing and in good standing under the laws of the State
of Delaware, and has all necessary corporate power and authority
to authorize the execution, delivery and performance of this
Agreement.

(2) that except as may be specified in this Agreement
or on any Exhibit attached hereto that counsel does not know of
any litigation, proceeding, or governmental investigation penéing
or threatened against or relating to the NED Business;

(3) that all corporate actions required for Seller to
authorize the execution and delivery of this Agreement and
consummation of the transactions provided for by thi's Agreement
have been duly and validly taken.

(4) that the Seller has the complete and unrestricted
power under its articles and bylaws to sell, transfer and deliver
to the Buyer all of the tangible personal property of the NED
Business to be sold under this Agreement, and the instruments
executed and delivered to the Buyer hereunder are valid in
accordance with their terms and effectively vest in the Buyer
good and marketable title to the assets of the NED Business

subject to the provisions of Article 4A(10) of the Agreement.
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(5) that to the knowledge of counsel €xXcept as provided

elsewhere in.the Agreement Seller is not reguired to obtain the
consent, approval or waiver of any person not a party to this
Agreement to any matter which is substantial angd material hereto
with regard to the to execution, delivery or performance of this
Agreement that has not been obtained.

B. On the Closing Date, Buyer will deliver to Seller the

opinion of its counsel, Messrs. Arvey, Hodes, Costello g Burman

dated the Closing Date, stating:

(1) that Buyer is a corporation duly incorporated,
validly existing and in good standing under the laws of the State
of Illinois, and has all necessary corporate power and authority

to authorize the execution, delivery and performance of this

Agreement,
(2) that all corporate actions required for Buyer to
authorize the execution and delivery of this Agreement and the

consummation of the transactions and obligations provided for

by this Agreement have been duly and validly taken.

(3) that the Buyer has complete and unrestricted power
under its articles and by laws to acquire the Assets and assume
the obligations as provided for in this Agreement and that the
instruments executed and delivered to the Seller hereunder are

valid in accordance with their terms.

(4) that to the knowledge of counsel Buyer is not

required to obtain the consent, approval or waiver of any person
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and material hereto wjth reégard to the execution, delivery or
performance of this Agreement that has not been obtajneq.
T i {5) that each subsidiary of Buyer which may receive

any interest or assets, or assume any obligationsg of liability, .

and incorporated, validly existing, ang in good Standing ynder

the laws of the jurisdiction where incorporated, and as of the

contemplated by this Agreement.

6. The Closing

Agreement will be at the offices of Arvey, Hodes, Costello g

Burman, Chicago, Illinois at the date specifjed in the notice of

writing.

7. Seller's Obligations at Closing

At the Closing Seller shall deljver to Buyer the following

instruments, in form ang substance satisfactory to the Buyer




condition to performance by Buyer under Article 8 hereof

A. Instruments of assignment ang transfer of a1) assets as

provided for in Article 1A(1), (2), ang (3), of this Agreement

B. An assignment ang delegation of Seller's right, title

and interest in all matters pProvided for ip Article 2a of thi
is

Agreement.

C. Patent and trademark documentation a8 provided for

.in Article 1A(4) hereorf,

D. An opinion of Seller's counsel as provided for jp Articl
cle

SA hereof.

E. The description of current Customers of the

F.
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the Property listed on Exhibit 7 subject only to the matters
1isted on Exhibit 7.

(ii) A current plat of survey of the Property listed
on Exhibit 7 made, and so certified, by the Illinois licensed
gurveyor making the plat, to Buyer and Chicago Title Insurance

Company as having been made, in compliance with the Illinois

< £
;7! Land Survey Standards and which will survey indicate the

following:

1. That the correct legal description of the
Property is the same as set forth on Exhibit 7;

2. That the acreage or sguare footage of the
Property is not less than 80 acres (including any
dedicated roads);

3. That all improvements on the Property are
within the Property lines and do not violate
any building lines or other restrictions
affecting the Property.

4. All easements and all roads and highways
affecting or abutting upon the Property and
that none interfere with the use and occupa-
tion of the Property or any improvements
thereon; and

5. That there are no encroachments of improve-
ments of adjoining property onto the Property.

The above requirements are subject however, to the condition
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acreage 1is less than 80 acres (including any dedicategd roads) as

provided in subparagraph 2 above, or that encroachments described

after the date of the Option Agreement, showing title in
Seller subject only to (a) rights or claims of parties ip

POsSsession not shown of record, (b) easements and claims of

existing liens by public fecords, (e) the title exceptions ligted

°n Exhibit 7, (£} title exceptions Pertaining to liens or en-
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at the Closing (all of which are herein referre

permitted exceptions),




exclusive remedy with respect to all title matters related to or
arising out of the Property.

I. An assignment of the lease dated March 1, 1980 by and
between Seller and Jay Johnson for certain real property
of the NED Business, a copy of which is attached as Exhibit
22.

J. Seller shall pay the amount of any stamp tax imposed by
state’law on the transfer of the title, and shall furnish a
completed Real Estate Transfer Declaration signed by the Seller
or the Seller's agent in the form required pursuant to the Real
Estate Transfer Act of the State of 1llinois, and shall furnish
any declaration-signed by the Seller or the Seller's agent or
meet other requirements as established by any local ordiﬁance
with regard to a transfer or transaction tax. Such tax required
by local ordinance shall be paid by the Buyer. Seller shall pay
the cost of and cause the title insurance policy to be promptly
issued after Closing.

37 {i>)Deliver an assignment to Buyer of the License Agreement

—
of Burroughs Corporation and all supplements listed and attached

as Exhibit 14 with the consent to such assignment by Burroughs
Corporation. 1In the event that Seller is unable to deliver such
assignment and consent on the Closing Date, Buyer shall have the
right to terminate this Agreement in which case the Opinion Price
as specified in the Option Agreement shall be refunded by Seller

to Buyer together with interest on the Option Price at the rate
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L. Immediately following the Closing Seller, through jtg

officers, agents, ang employees, wil] Put Buyer into full posses-

Adreement.

Seller, at any time after the Closing, at Buyer'g expense
1 will execute, acknowledge ang deliver any further deeds, assign-

ments, conveyances, documents, instruments of transfer, and other

At the Closing Buyer shal) deliver to Seller the following

instruments, in form and Substance satisfactory to the
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Seller, against delivery of the items specifieg in Article 7

hereof, and such Performance by Buyer shall be 3z condition to
performance by Seller under Article 7 hereof,

A. A wire transfer of Purchase Price funds to Buyer's
account as set forth in artjcle 3A,

B. An opinion of Buyer's counsel] dated as of the Clos-
ing Date, as provided for in Article 5B, hereof,

C. A copy certifieg by the Buyer's corporate secretary

E. Instruments of assumption of the obligations ang liabi

Buyer, and its subsidiaries, at any time after the

Closing at Seller's expense, will execute, acknowledge ang

RE 175
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2. Repurchase of Accounts Receivable
Subject to a1} of the Provisiong of this Article
Seller agrees to fepurchase fronp Buver any Trade Accounts Receiy-
able identified in Exhipit 4, attacheqd hereto, Purchased by Buyer
pursuant to this Agreement at the Closing which remain unceollected
at the end of the nine (9) month periog following the Closing
Date (the "Collection Periog"y. Within ten (10) business days

after delivery by Buyer to Seller of a schedule listing all those

Paid to Buyer during the Collection Period. a131 amounts paid to

Buyer after the Collection Period which are applicable to scheduleg
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L ecounts repurchased by Seller Pursuant to thig Article shall be
Facc

'sromptly paid over to Seller, 1f more than one invoice is
-14

“ﬁtstanding for any customer, the "first-in, first- -out” principle

.ball be applied in determining the invoice to which a payment

‘.1ates, unless the payment by its terms specifies or clearly

;ndicates the invoice to which it relates.

Buyer agrees to exercise, in accordance with its

.onth Collection Peried provided in this Article,

Buyer shal)
cause all unpaid NED Business Trade Accounts Receivables repur-
E

y chased by Seller pursuant to this Article to be assigned to

Seller without recourse, on Seller's Payment for those accounts.

B. Indemnification

Seller agrees to indemnify, defend and hold harmless

Buyer, its successors, Subsidiaries ang assigns from ang with

respect to any and al}l claims, liabilities, losses, damages,

costs and expenses from or related to any of the following:

(1) any and all claims,

obligations ang liabilities

existing prior to the Closing Dpate, 1nc1ud1ng those which may not

be assertegd until after the Closing pate, regarding the NED

Business which Buyer is not required to assume under thia

dy
.‘§
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;;ontained elsewhere in this Agreement (including withoyt limita-
Etdon Article 11 and Exhibijt 23 hereof), and

i (2) the failure of Seller to have full corporate power
;jor to have taken all hecessary and Proper corporate action

E to authorize the execution ang delivery by Seller of thig Agree-
;.cnt and the Option Agreement ang the performance of transactions
. ;~contemplated therein,

3 Buyer shall pPromptly notify seller in writing, ang

shall keep Seller informed of any claim, demand, or other matter

S

P £211 to defeng, Buyer shall have the right, but pot the obliga-
i tion, to undertake the defense of, and to Compromise or settle
(exercising te€asonable business judgment), the claim or other
matter on its own behalf, for the account, and at the risk of
Seller. The Buyer shall Make available all information and

assistance that Seller may Leasonably request for use in defend-

ing against any such claim,

£ C. Seller's com etition
" =—==2_5 Lompetition
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jin the manufacture'of the same products currently produced by the

y.NED Business as identified in Exhibit 1B, 1C, 1D ang 1g attached
; heret°F provided, however, that Seller shall not be Precluded
:ftrom so competing in the event that Seller acquires substantially
ﬁﬂall of the stock or assets of Or merges with any corporation or
other business entity or portion thereof which, at the time of
f?SUCh acquisition or merger, manufactures and/or sells such
products and such products constitute less than twenty-five {25%)
per cent of its total annual sales for its most recent fiscal
f"year.

‘10_ Buyer's Obligations After.CIOSing

A. Indemnification

Buyer agrees to indemnify, defend ang hold seller ang
y 1ts successors, subsidiaries, ang assigns harmless from and with
”Crespect to any and all claims, liabilities, losses, damages,
fjcosts and expenses from or related to any of the following:

(1) The failure of Buyer to have ful} Corporate

to authorize the execution and delivery by Buyer of thig Agree-
ment and the Option Agreement, and the performance of the trans-
actions contemplated therein.
. (2) Any and all claims, obligations, Oor lizbilitjes
4 whatsoever related to Buyer's operation of the NED Businesgs,
Seller shall promptly notify Ruyer in writing, ang shall
é; ilkeep Buyer informed of any claim, demand, or other matter to
{f‘;j:: ;F%E;.lf’Q
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which Buyer's indemnification obligations under this Article

would apply, and shall give Buyer a reasonable opportunity to
defend the same at its own expense and with counsel of its own
selection, provided that Seller shall at all times also have the
right to fullly participate in said defense at its own expense.
1f Buyer shall within a reasonable time after written notice,
fail to defend, Seller shall have the right, but not the obliga-
tion, te undertake the defense of, and to compromise or settle
{exercising reasonable business judgment), the claim or other
matter on its own behalf, for the account, and at the risk of
Buyer. Seller shall make avaifable all information and assistance
that Buyer may reasonably request for use in defending against
any such claiﬁ.

11. Environment

Buyer and Seller have discussed the fact that the operation
of the NED Business involves various industrial metals, chemicals
and chemical compounds which are subject to various governmental
regulatory agencies.

Seller has completed and filed certain forms and applications
required by said agencies and is in the process of applying for
appropriate permits. If appropriate under the current regulatory
scheme, Seller shall be entitled to seek any variances available
to it, and in all other respects the rights and obligations of
the parties with respect to such metals, chemicals and chemical

compounds shall be governed by the provisions of Exhibit 23 to

RE 110
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;‘. Agreement.

e r

puyer and Seller have reviewed these matters with experts
- ¥

.4 each has made its own independent assessment of the experts'
éndings- In entering into this Agreement and in operating

BN e NED Business after the Closing Date, and subject to the

R covisions of Exhibit 23 attached hereto Buyer shall rely solely
.;hBuyer's own review of these matters and shall not rely in any
i{;Y upon any representations, warranties or statements of Seller,
'tg representatives, agents, consultants or contractors.

2, Employees

A. After the Closing Seller will use its good offices

(6 assist Buyer in hiring and Buyer shall offer employment to all
{lgp employees employed in the NED Business at LaFox, Illinois

;nd NED Business sales personnel located elsewhere as of the

®losing Pate.

y- B. Buyer shall offer to each NED employee, and shall pay to

feach NED employee who accepts employment with Buyer, a wage or
Ysalary at least equal to that which he or she was receiving from
Seller on the Closing Date and shall offer and provide substan-
& tially similar and comparable benefits as those to which each
Eguch NED employee was entitled on the Closing Date, provided,
Q}owever. that it is understood that Buyer does not have an exact
.?guivalent to the NED Business stock option and stock benefit
élan and will not offer such, but agrees that each NED employee

Lt hires shall be enrolled by Buyer in its pension plan/profit
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JﬁED Business of , letter
;ﬁéorth in Exhibie 24,

¥ rt
‘Elope .Y ’

Effective upon the Closing, the Buyer in jtg operation

32 the NED all:

Businesg acquireqd hereby sh
1) be Permitted to use, for a period not to exceed
anety (90) days, any stationery,

invoices, Or purchase

Provided, always that

as feasible, and the face

ar- PE 113 7




or cover page of such materials, inserts and literature with a
gummed label, decal, rubber-stamped, stenciled or other appro-
priately applied legend clearly identifying Buyer as the owner of
the NED Business responsible for the products thereof and for all
such materials, inserts and literature,

iii) before shipping or providing any NED Business
product Buyer shall date code each such product to permanently
identify it as a product shipped after the Closing Date, and

iv) shall, as soon as is reasonably practicable
but in ail events prior to 90 days subseguent to Closing, stop
marking products with the varian name or logo.

Subject to the above-required identification and
modification provisions Seller hereby grants Buyer authorization
to use Seller's (i) sales literature, (ii) packaging materials
and (iii) technical literature intended for public disseminiation
‘for sales purposes, which are transferred pursuant to this
b agreement, for a period of one year following the Closing Date
with regard to sales literature and packaging, and two years
following the Closing Date with regard to technical literature.

Buyer shall defend, indemnify and hold harmless Seller

2a from any and all claims, suits, damages or other actions of any

B-nature whatsoever arising out of Buyer's use of Seller's materials
}s provided herein.

_y4. Miscellaneous

A. Use of Premises. Seller shall have a non-transferable

gent free period of ninety (90) days from the Closing Date to

-38- RE 14 {/’-

3




the Deionized Water equipment and aj} associated equipment,
wiring and piping associategd therewith, ang any other equipment

which cannot be removegd without leaving the Premises in vielation




¥ the transactions contemplateg by this Agreement,

D. Successors ang Assians. fThisg Agreement and the transac-

consent shall be voig ab initio ang without effect. 1p the event
Seller grants such consent it shall pe entitled to demang any and
all conditions thereto, which Seller, in its sole discretion,
% deems appropriate to protect its interests, including without

limitation deposits of money ang the written Juarantee of Buyer,
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15. Form of Agreement

A, Headings

any of its Provisions,.

BE. Entire Agreement

?% matter contained herein ang Supersedes all prijor and contempor-
aneous agreements, Lepresentations, ang understandings of the
parties. No Suprlement, modification, or amendment of thijg

agreement shall be binding unless eéxecuted in writing by both of

the parties hereto. NO waiver of any of the Provisions of this

¥ Agreement shall be deemed, or shal) constitute, a wajver of any
8 other Provision, whether or not similar, nor shal} any wajiver
chonstitute 4 continuing waiver, No waiver shajj be binding

unless executed in writing by the Party making the waiver,

c. Counterparts
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and governed by the laws of the State of Illinois without regard
to the rules of conflicts of laws.
17. Notices

Any notice or demand, or communication necessary
or desirable hereunder, shall be in writing and considered
sufficient and delivery shall be deemed complete if delivered in
person, or mailed by certified or registered mail postage prepaid,
or sent by telegram, if:

Tc Buyer: addressed as follows:

Richardson Electronics, Ltd.
P. 0. Rox 424

i Franklin Park, Illinois 60131
Attn: Edward Richardson,
President

¥§  with copy to: Scott Hodes

2 William G. Seils

Arvey, Bodes, Costello. & Burman
Attorneys at Law

180 North La Salle Street
Chicago, Illinois 60601

To Seller: addressed as follows:

Varian Associates, Inc.
611l Hansen Way

Palo Alto, CA 94040
Attn: GCeneral Counsel

“’ H
;ﬁ;' or any other adress as either party may specify to the other in

writing.

'; 18. Publicity

| All press releases and other announcements to the general
ipublic concerning the transactions contemplated by this Agreement

shall be jointly planned and coordinated in advance between

/A
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geller and Buyer. ©Neither party shall act unilaterally in this
regard without the prior written approval of the other; however,

this approval shall not be unreasonably withheld.

19. Access to Records and Premises

Seller shall have the right at all reasonable times to
make copies or abstracts of all books and records delivered to
the Buyer under the terms of this Agreement if, in Seller's
opinion, such books and records are material to Seller in connec-
tion with any tax matters, litigation, governmental inquiry or
other .business purposes. Buyer agrees to retain all books and

records relating to the NED Business for such periods of time as

5 are reguired by good business practice and by applicable govern-
mental regulations. The Buyer may dispose of such books and
records at any time after Closing Date, provided that Seller
ghall have received at least six months' written notice of the
Buyer's intention to dispose of such books and records and shall
have been given the opportunity to remove any of such books and

records. After the Closing Seller shall have access to the NED

Business premises during normal business hours in a manner not to
interfere with Buyer's normal business operations in order to

~comply with any of Seller's obligations or undertakings pursuant

hﬂﬁto this Agreement. Such access shall be made on such dates and
§'times as are mutually agreeable to the parties hereto.

M21. Option Agreement

This Agreement is the "Agreement of Purchase and Sale”

T fE 119 8/ /é
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simultaneously with the signing of this Agreement, In the event
of any conflijict between the terms of the Option Agreement and
this Agreement, the Option Agreement shall take Precedence over

the terms of thig Agreement, This Agreement shall be the sole

BUYER: SELLER:

Richardson ElectrOnics, Lta.

;/Richardson, President
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PART 1
Item }. Pusiness

Varian Associates, Inc. together with its subsidiaries (hexeinafter
referred to as the “Campany”) is a high-tedmology enterprise, founded in
1948, engaged in the research, development, manufacture, and marketing of
various products and services for the fields of comamication, defense,
industrial production, scientific and industrial research, health care, and
enviromeental monitoring. 'IheCcn;:anysgnrm.pallmafh:sumsare
Electron Device and Systems, ABnalytical Instruments, Semioonductor
Bouipment, and Medical and Industrial Prodicts. The Compeny’s foreign
subsidiaries engage in same of the aforementioned lines of business and
mrket the Campany’s products outside the Onited States. As of September
29, 1989, the Coampany employed approximately 12,100 people worldwide.

The Compamy markets its products throughout most of the world, and has 50
field sales offices in the U.S. and 50 offices in other countries. In
gmeral, the Company’s markets are quite campetitive, characterized by the
application of advanced tecinology, and by the develomment of new products
and applicacians. Many of the Company‘s competitors are large, well-known
mamufacturers, ard no reliable infamation is generally available an their
sales of similar products.

There were no material changes in the kinds of prodocts prodoced or in the
methods of distrdbution since the begiming of the fiscal year. The
Carpanry anticipates adequate availability of raw meterials.

The Company’s sales to custamers outside of the United States far 1989 were
$303 million. The profitability of such sales is @ubject to greater
fluctoatian than U.S. salesmcalseofgenerallyhiglermxj@tingoostsaxd
chinges in the relative value of cxrencies. Additional information
concerning the method of accounting for the Company’s foreign amrency
translation is set forth in the notes to the consolidated financial
statements.

The Company’s operations are grouped into twe segments. These segaents,
their products, and the markets they serve are described ‘n the following

paragraphs.

The Carpany’s Electron Device and Systems segmemt, is organized around two
major areas of activity. Electruon Devices, the larger of the two, holds
warld leadership positions in microwave, power grid, special purpose
electron tadbes, and an expanding position in galliumm-arsenide-based
sohd—-stateompamtsamlmghtvxsm@ces The second major area of
operation, Systess, includes power applifiers and other systems used in
satellite cammnications, hich-power tranamitters for radar, radio and
television broadcasting, and other commmications applications, as well as
electronic countermeasures, and instrumentation. Approximately one-half of
the segnent’s sales are for defense applications, including electronic
canrtermeasures, radar, and missile quidance. About ane-third of its sales
are for cammicatian applications, including radio and televisian
broadcasting and satellite commmnications. Industrial and medical markets,
such as X-ray gemeration and imaging, are also served.
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Item 1. (Contirmed)

Replacements and spares represent over ane-half of the tube sales,
particularly those nsed for commnications, defense, and medical
applications. Bad:logfcrﬂu.ssa;atmntedhoﬂbnxlminboth
fiscal 1989 and 1988.

The Compeaty’s largest business seguent, Bpipment, is organized around
three major areas cmsisting of Samiconductor Baquipment, Analytical
Instnment, and Medical and Industrial Products Growps.

lines are i implantation and sputter deposition. The Campany is a leader
in the development, mamfactire and application of equipment utilizing ion
implamtation and sputter-coating in semiconductor wafer processing. This
equipment reduces costs and improves yield by placing heavy emphasis on
microprocessor control and avtamticn, while producing devices with
increased circuit speeds. Bacdklog for this besiness amounted to 5125
million and $113 million in fiscal 1989 and 1988, respectively.

The Analytical Instrument Group marufach » sells and services a variety
of scientific instruments far analyzing chemical substances. The
substances amalyzed include metals, inorganic meterials, carganic campourds,
polymers, natural substances, and hiochemicals. The products inclide
licuid and gas chraomatographs, NMR spectrameters, ultraviolet visible amd
atamic absorption spectrophotaneters, and associated data products.
Typical applications are biochemical and orgemic chemical research,
measurement. of the chemical cmposition of mixtures, stxdies of the
chemical structure of pure compounds, quality cortaol of memifactured
mterials, cdemical analysis of natwmal products, and the satisfaction of
served are the phamaceutical and chemical industries, chemical and life
science academic research, govermment laborataries and specific areas of
the health care industry. large growing areas for the use of the Campany’s
aralyﬁcalustnmrtsaremnrmmalmutmm;arﬂhjesnem
applicatians in industry, government, and academic institutians. Badklog
for this business amounted to $56 million and $49 million in fiscal 1989
and 1988, respectively.

The Medical and Industrial Products Group marsifactures linear accelerators,
similators, supplies and systems. Linear acceleratoss are used in cancer
therapy and for industrial radiographic applications. The Company’s
leading series of acceleratars, marketed to hospitals and clinics
worldide, generate therapeutic x-rays and electron beams for cancer
treatment. LINATRON linear accelerators are used in industrial
applications for x-ray exzmination of heavy metallic structures for quality
control and meterials irradiation for sterilization. Backlog for this
business amounted to $236 million and $222 million in fiscal 1989 ard 1988,

respectively.




Item 1. (Continued)

Additional infommation regarding the Campany’s lines of business and
intemational operations is set forth in the notes to the consolidated

The Compenry maintains an in-house patent department, holds maeerous United
States and non-U.S. patents, and has sany United States and non—.S. patent
applications pending. The Compamy considers the desmlcrment. of. oatesta,
‘through creative research and the meintenance of an active patent program
to be advantageons in the condoct of its hasiness, but does not regard the
holding of patemts as essential to its operations. The Company grants
licenses to reliable memifactiwers an variocus temms and conditions. At
present, the Company participates in a mmber of cross-licensing

with other parties. Information regarding the Campany’s
research ard developgent. costs is contained in the notes to the

The Campemy’s manufacturing operations are subject to the varicus federal,
state, and local lmws restricting the discharge of materials in the
enviroment. The Cameany is not involved in any pending or threatened
proceedings which would require axtailment of its operaticons because of
sach requlations. The Campany’s capital expenditimes for envircorsmental
catrol facilities were not material in fiscal 1989, and are not
anticipated to be material in succoeeding fiscal years.




Item 2. Properties

The Company’s executive offices and principal research and

facilities ave located in Palo Alto, Califormia, on 77 acres of land held
uder leaseholds which expire in the years 2012 through 2058. These

bui ldings ownexd by the Company axe sitmated an the Palo Alto site, and
prmxcbﬂoorspacetotalmgll%owa;mefeet The following is a
saaary of the Coopany’s properties at September 29, 1989:

Iand (Acres) Buildings (000‘’s Sg. Fr.)
Owoed leased Qunad Leased
United States 165 = _ 142 2,709 971
International _ 43 _ 6 397 401
208 148 3,106 1,372
Of the 4.5 million square feet of huilding space owned or leased an

Septenim291989agxux1mately34mlhmnasusedfor i
with 2.9 mllion square feet located in the United States and 5mlll_1cn
sguare feet located in five other camtries.

Marketing and service facilities utilized about .6 million square feet in
100 sales offices throughouat the world, Research and administrative
facilities acocount for most of the balance.

The capacity of these facilities is sufficient to meet amrent dewamd. The
Campanty owrs substantially all of the machinery and equipment in use in its
plants. It is the Company’s policy to maintain its plants and equipment in
excellent repair and at a high level of efficiency.

Utilization of facilities by segmert is shown in the following table:

Buildings (000's Sg. Pt.)

Non—
0.5 0.8. Total Mktg./
Mfq Mfqg. Mfg. Svc. Total
Electran Device and Systems 1,792 205 1,997 68 2,065
Sewni conductor Bguipment 534 - 534 120 654
Analytical Instrments 276 119 395 258 653
Medical & Industrial Products 314 _132 446 157 603
1,124 251 1,375 535 1,910
Total Qperations 2,916 456 3,372 603 3,975
Other __503
Total 4,478
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Jtem 2. (Comtimued)

Marmafactauring sitm_by geographical location are as follows:

Klectron Device and Systems - California, Massadmsetts, Texas,
- Otah, Canada, England, Taiwem
Booipment

Italy

and staffed sales offices throughout the world are located in
NCRTH and SOUTH AMERICA: Brazil, Carada, Mexico, United States; BEOROPE:
Mstria, Belgim, Derssark, France, Italy, the Netherlands, Norway, Spain,
Sweden, Switzerland, United Kingdom, West Germany; and PACIFIC BASIN:
Astrdna, bechle's Repiblic of Ghina, Hong Fong, Japan, South Korea,
Singapore.

See the Long-Term Debt pnote catained in the notes to the consolidated
finmcial statements for encamidweances on property.
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Item 3. Jegal Proceedings

Infommation required by this item is included in the "Contingencies® note
to the omsolidated financial statements. See page 35 of this document.

Item 4. Submission of Matters to a Vote of Security Holders
None
PART IT

Item 5. Market for the Registrant’s Common Pouity
and Related Stockholder Matters :

The following table sets forth the high and low sales price of the

Company”s comn stock on the New York Stock Exchange Composite Imdex
{xading symbol VAR) for the last two years. The commm stock of the
Caompany is listed on the New York Stock Exchange and the Pacific Stock

Exchange.

Fiscal

Year Piscal Quarter Ended High Yow

1989 Septasbexr 29, 1989 $28-3/8 $23-1/2
June 30, 1989 28-5/8 23-1/2
March 31, 1989 30-5/8 25-3/4
Decesber 30, 1988 30-1/4 5-1/2

1988 Septamber 30, 1988 $30-7/8 $25
July 1, 1988 31 25-3/4
April 1, 1988 30-3/8 22-1/2
January 1, 1588 39 18-1/4

The approximate mmber of shareholders of record of the Company’s common
stock at October 27, 1989 was 9,5900.

Dividends are paid quarterly and have been 6-1/2 cents per share for each
quarter in fiscal years 1989 and 1988. As of fiscal year-end 1989,
appraximately $50.1 million of retained eamings were unrestricted for che
paymenit of cash dividends.

e
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Item 6. Selected Financial Data

FISCA. YEARS 3

{Dollars in millions except per shive amcants) 1989 1988 1967 1986 1985 1964 1983
SewRY OF OPERATIONS
Sales $ 1.343.6 1,170.6 982.8 891.1 935.9 884.5 T24.3
Opexating Eanings (Loss) b 3 66.5 3.7 28.4 (33.9) 26.6 107.1 686

Interest Income (Expense), Bet b3 (9.6} (6.3) (4.5) (6.3) (3.7} 4.1 -

Other Income {Expesnse) s {6.1) 15.0 8.0 - . N2 - a5
Earnings (Loss) from Cootinuing Operations

before Taxes (Benefits) 3 50.8 43.4 31.¢ (20.2) 54.1 1.2 73.1

Tawes {Bepefits) on Earnings (Loss) $ 19.3 15.6 10.5 (25.3) 16.2 45.0 28.3
Earnings (Loss) from Continming Operations b $ n.s 27.8 21.4 (14.9) 37.9 66.2 4.8

fawings {loss) from Discont inped

Operations. Net of Taces (Bewelits) 3 - - - - {11.8) (6.3) 0.1

et Earnings (Lass) $ 31.5 27.8 21.4 (18.9) 26.1 53.9 “u.9
Ret Larnings (foss) Per Share - Fully Oiluted

Earnings (loss) Contimuing Operations $ 1.53 1.27 0.98 (0.70) 1.73 3.0 2-14

Loss Discontimsed Operat ions 3 - - - - (u.58) {0.29) -
Ret Eanings {Loss) Per Share - Fully Diluted § 1.53 1.27 0.98 (0.70) 1.19 .72 2.1
Div idends Declared Per Share % 0.26 .26 0.26 0.26 0.26 0.26 0.26
FIRANCIAL POSITION AT YEAR END
Work ing capital, excluding notes payable 4 282.7 267.6 258.7 231.2 245.1 298.1 275
Property. plant, and equipment (at cost) 4 511.2 472.6 458.6 429.0 403.6 314.5 260.1
Total assets b3 931.3 855.8 29.6 190.2 744 8 720.8 598.7
Long-tesm debt 3 S4.9 3.2 3.1 50.8 45.2 43.0 42.3
Total debt $ 108.6 49.4 8.9 8l.1 .0 58.1 50.1
Shareto fders* cwity s 4273 451.8 438.1 410.9 429.2 426.9 362.5
Sharetw lders’ equity per shars

outstanding $ 21.4 20.81 19.95 19.16 20.14 19.57 16.93
OTHER DATA
Shares cutstanding at year end (in thousands) 19,696 1,674 21,966 21,448 21,313 21,817 21,408
Emp loyers 12,100 11,800 11,900 11,600 11,900 12,700 11,100
Shareholders 9.200 10,100 10, 000 11,000 10,600 10,600 12,400
Order Back log b3 851.6 810.5 nrr.2 628.4 600.0 571.2 45i.2
Depreciation expense 3 40.7 40.4 37.3 32.9 24.8 19.1 16 .5
Pre-tax return from continuing operations

on average ret assets x 9.5 8.7 6.7 (8.2} 11.4 28.4 22.2
Retimn from coat inuing operations,

net of taxes (benefits), on average equity % 7.2 6.4 5.1 (3.5) 8.7 16.9 14.7
Total debt as i percent of total capital 3 20.3 2.9 16.6 16.5 13.1 12.0 12.1

lote: This selected financial data should be read in conjuction with

and notes thereto included in Itewm 8.

-9

the related consolidated financial statements
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Fet eamings for the fiscal year-ended September 29, 1989 were up 13% to
$31.5 million, or $1.53 per share, compared to $27.8 million, or $1.27 per
share, in fiscal 1988 and $21.4 million, or $.98 per share, in fiscal 1987.
The 1989 results include charges for anticipated legal expenses of $3.8
willion, ar £.18 per share, net of tax effects, in comection with an
ongoing govermeent investigation of the power grid tube industry. The 1988
results include a $§22.8 millicn, ar $1.04 per share, restructuring charge
net of tax effects and a net gain fram the sale of the Specialty Metals
Division of $§9.6 million, ar $.44 per share. The 1987 figures reflect
other incme of $5.6 million, or $.26 per share, net of tax effects, mainly
from an advance settlement of a royalty agrecment.

Orders anxd sales for fiscal 1989 set new records. (rders for fiscal 1989
were up 10%, to $1.39 billion, coapared to $1.26 billion in fiscal 1988 and
$1.08 hillion in fiscal 1987. Sales for fiscal 1989 were up i5%, to $1.34
billjon, compared to $1.17 billion and $983 million in fiscal 1988 and 1947
respectively. Order backlog increased to $852 million versus $811 million
at the exd of fiscal 1688 and $727 million at the end of fiscal 1987.

Orders and sales rose in all groups in fiscal 1989. Howewer, the poor
results in Electron Device and Systems Segmemt pulled down profits for the
Campanry overall. The decline was primarily the result of operating
problems, and largely reflects establishment of reserves for cost overrins
and slower than expected resolution of same techmical problems. In
additicn, actions taken to downsize same of the operations in this area
resulted in ane-time charges that ocontributed to the earmnings shortfall.

The Camparry’s Electron Device and Systems Segment had modestly higher
orders and sales in 1989; howsver, operating profits were below the prior
year. Microwave tubes and systems activities operated at a loss in
contrast to x-ray tube and other commercial operacions, which operated at a
profit. The Company’s gallium-arsenide device operations were also
profitable.

The Bguipment Segment experienced strang growth in orders and sales for
1989, and profits contimed on an upward trend. Kowever, group results
within the Bquirment Segment were mixed.

Business levels for the Analyticai Instrument Group were essentially flat
with those of the prior year. Operating profit decreased from fiscal 1988,
primarily due to generally weaker market conditions in the second half of
the year and the effect of the stxang dollar on sales made in foreign
currencies. Intermational sales acoounted for over half of this group’s
volune. This business has achieved a more acceptable level of performance
in recemt years and should maintain that in 1990 in the face of projected
flat market caditions.
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The prospects for this business in 1990 are optimistic based an Varian‘s -
strong market positions in Japan and Rorea and the fact that semicondoctor
manifacturers in the U.S. and Burope are also gearing up w produce tha next
generation of devices, such as the new microprocesscrs and four megahit

-

I

In the Medical and Industrial Products Group, orders and sal=s for Varian's
capcer therapy equipment business rose to record levels with contimming
cancer therapy market were highly successfu: in 1989. Additianal

expected to lead to improved cancer cwe rates and strong demand for these
systems in the 1990's. The Caspamy’s vecum prodrss operations should also
experience improved performance amd profitability in the ocoming months.

In Angust 1989, the Campany and & mmber of its employees received grand jury
subpoenas in coanmection with a U.S. Department of Justice antitrust
investigation of the power grid tube industry. This follows earlier civil
inw stigative demands made to the Company and others in March 1989. The
likely outcame of the inquiry ar the effect thereof cannot be detemmined at

On Axgust 2, 1989, Varian annocurced a significamt change in the Company’s
strateqy. 'meneyst:ategyfoansesmgzowthopparumluesmsancatmctor
equipment, amalytical instruuments, and medical products. The traditional
electron tube-based husinesses are concentrating on optimizing profi. and
cash flow. Varian’s galliumrarsenide product activities contime to be
focused on niches to which the Campamy can bring a campetitive advantage.
The aggressive push of recent years to enter new systems areas in the
Electron Devics and Systems Segment has peen abandoned due to depressed
defense macket conditions. Varian’s systems activities are heing redirected
to provide equipment based on existing product lines and markets, and on
generating new sockets for Varian’'s component products.

late in the year several organization changes ocoured. In Aaqust 1989,
Vincent Battaglia, who joined Varian as Electron Device and Systems Segment
president two years ago with the assignment to expand into new systems areas,
resigned in light of the change in emphasis. Aiso in August, in a separate
unrelated step, the Company ammoamced that Tony Jurvetson, prasident of the
Semiconductor Bquipment Group, resigned. Mr. Jurvetson left the Cagpany to
head Athens Corp., which is involved in chemical reprocessing far the
semiconductor industry.
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Management ‘s Discussion and Analysis (continued)

On Septewber 21, 1989, the Compomy amounced the formation of an Office of
the Chairwen in comection with its Board of Directors’ engagement in the
process of selecting a soccessor to Thamas Sege as chief executive
officer. Mr. Sege, 63, now Varian's chairwmem as well as chief executive
officer (CED), has amnounced his intention to step caut of the chief
exeartive’s role befure the age of 65. The creation of the new Office
alloues for consideration of candidates for the CBD position from cutside
the Compenty as well as appropxiate members of Varian’s senior menagement
team. The Office is intended to enhamce mamagesent effectiveness and
flexibility by bringing the strongest senior menagesent capability to bear
directly on the areas of greatest need in the Campeny. Under the new
arganization, Varian‘s senior operating menagers report directly to Mr.
Sege. RNormem Paxd, presicent, is devoting substantial attention to the
Sewicondoctor Brripment Groop as well as other corporate styructuring and
performance improvesent initiatives. Allen Laper cortimes as president of
the Instrumemt Group, amd is leading a corporatewide initiative to improve
sanfacturing processes and productivity. Al Wiluowski, previously vice
president of Microwave Tube Operations, has been promoted to president of
the Electran Device Group. Richard Levy contimes to head the Medical and
Industrial Prodicts Grogp, with same unrelated operational
responsibilities. He is also leading a broad initiative to enhance
Varian's marketing capabilities.

Inflation had no significamt effect on the results reported fram operations
in 1989, nor the previoas WO years.

Resarma:ﬂdevelqmmexpmseofsﬁlmlhmmwwmmﬂdat
about the same lewvel as in the prior two years.

Net interest expense in 1989 was $9.6 million compared with net interest
expense of $6.3 million in 1988 and $4.5 million in 1987. The incyease in
net interest expense was due to increases in both short- and long-temm
obligations.

The effective tax rate for fiscal 1989 was 38%, compared with 36% and 33%
in 1988 and 1987, respectively. The increasce in the tax rate from 1988 was
due to several factors. The State effective rate increased because State
tax benefits available in prior years had been fully utilized by the end of
1988. The foreign effective rate is higher as a result of certain foreign

ictions which do not allow the benefit of tax loss
ca.crybadrs Piscal 1988 included & non-recrring berefit related to an
imentory adjustment for discontimeed operations. These increases are
partially offset by an increase in the Foreign Sales Corporation (FSC)
benefit for 1989 and an adjustment in 1988 related to Damestic
Intermational Sales Corporation (DISC) benefits for prior years. The
increase in the effective tax rate from 1987 to 1988 was primarily caused
bythere:h:tmamiregealofvamxstaxhanﬁts,vtudxmthanofiset
the decrease in the stathrtory rate.
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In Decesbar 1987, the Financial Acoounting Standands Board (FASB) issoed
Statesent of Financial Accomting Standards Ro. 96, Accoonting for Inoome
Taxes (FAS 96), which the Compeny has not yet adopted. Seea—nyct
smﬁmmmmmmmwmum

sStatements.

FINARCTAL, QOROEFION

“he Company’s financial condition resained strong during 1989. Activity in
the comaon stock repurchase program increased from $17.8 million in 1988 to

$60.6 million in 1989. Purchases of ssall prodact lines in the
semicondoctor equipeent and the electron device and systems businesses
coosaed an additional §$37.4 million. Procceds from the sale of bosinesses
aﬂpmcgarty,plaut,aﬂeqmm:tprondad$m9mlhmin1989mmd
with $38.5 million in the previons year. Acoordingly, cash and cash
equivalents decreased $11.5 million and short- and long-term borrowings
increassed significantly. Net borrowings on short-term cbligations were
$32.0 million in 1989 compared to net paywents of $34.6 million in 1988.
Proceeds, pet of principal payments, from long-term borrowings were §27.1
mlhmﬁxtheyear The increase in total debt of $59.2 million
mmmemlmmmlmmmmmnmmsm
in 1988. The Company has available $170 million in omsed cosmitted lines

of credit.

The ratio of current assets to current liakilities at fiscal year-end 1989
wes 1.55 to 1, compared ©o 1.75 to 1 at fiscal year-end 1988. Increased
invenitoxy is comsistent with increases in sales and backlog. Accomts
receivable increased 4% compared to a 15% increase in sales during the
year.
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Item 10. Directors, Pxecutive Officers, Promoters, and Oootrol Persons of
the Registrant

serve until the meeting of the Poard of Directors following the next Ammal

(FB]iim. L
R Aoe Position Term
‘Thosas D. Sege 63 Chairwemn of the Poard and
(Director) Chief Executive Officer 1987-Present
Chairman of the Board,
Chief Executive Officer
axdd President 1986-1987
Chaimmen of the Board and
President and Chief
Execative Officer 1982-1984
Norsem H. Fond 51 President amd Acting President,
{Directar) Sesmicondoctor Boipment 1989-Present
President and Chief Operating
Officer 1987-1989
Executive Vice President and
President, Electron Devices 1986-1987
Vice President and President,
Electron Devices 1984-1986
Alan J. Bermmett 48 Vice President. Research 1984-Present.
Stanley Z. (ole 63 Vice President and Directar of
Patents and 1985-Present
Directar, Patents & Licensing 1981-1985

Jan J. Cooper 65 Vice President & General Counsel 1987-Fresent
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Item 10. (Continmed)

Fame e Position - : Tem
Emest M. Pelago 45 Vice President, Buman Resources 1987-Present
Vice President, Bman Resources,
Grosalloy Aserica Corporation 19831987
Allen J. Laner 52 Senior Vice President and
' President, Analytical Instruments 1989-Present
President, Analytical Instrumeqts 1981-1989
Fobert A. Lemos 48 Vice President, Finance 1986-Present
Vice President and Treasurer 1985-1986
Treasurer 1982-1985
Richaxd M. Tevy 51 Senicr Vice President and

President, Medical and Industrial  1989-Present
Vice President and President,

Medical and Industrial 1988-1989
President, Medical and Industrial 1988
General Manager, Radiation 19861988
Assistant General Memager,
Radiation 1981-1986
Gary E. Simpson 52 Vice President, Coaporate
Cammmications 1583-Present
Willizm R. Moare 57 Secretary ana Associate
Genvrral Coamnsel 1987-Present.
Senior Comsel 1979-1987
wWayne P. Scemrak 44 Conitroller 1985-Present
Operations Controller 1985
Controller, Semiconductor
Bquipment 19831985
James A. Tayler 43 Treasurer 1986~-Present.
Assistant Treasurer 1985-1986
Pirector of Tawxes 1981-1985
Al W lmnowski 43 Vice President and President,
Electron Devices 1589-Present
Vice President, Microwave Tube
Operations 1989
General Mmager, MR Instmument 1986-1989
Assistant President,
Semiconductor Bogoipment 1983-1986

There is no family relationship between any of the executive officers.
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Item 11. Exequtive Compensation

'ﬂusitentasbemamttedixusm:hasmem;nnywﬂltiJevdthtre
Comrission a definite proxy statement pursuant to Regulation 14A before
Jamnrylz,mommmpmztedbymfm )

Item 12. W

'Busitanhasbeeaamthadinasuﬁtasthe&n;anywnlﬂlewiththe
Comission a definite proxy statement parsuamt to Regulation 14A before
Jamary 12, 1990 and is incorporated by reference.

Item 13. Certain Relationships and Related Transactions N

This item has been amitted inasmch as the Companyy will file with the
Campission a definite proxy statement pursuemt to Regulation 14A before
Jamary 12, 1990 and is incorporated by reference.

PART IV

Item 14. Exhibits, Finencial Statement Schechiles, arndd Reports on Form 8K

(2a) The following documents are filed as a part of this report:

(1) Consolidated Financial Statements arxd Report of Independent
Aocoantants: see the index an page 19 of this report.

(2) Consolidated Financial Statement Schednles: see the index
on page 19 of this report.

(3) Exhibits: see the index on page 46 of this report.

32 Registrant’'s Restated Certificate of Incorporation,
dated June 26, 1987. BExhibit incorporated by
reference to registrant’s Form 10-K for the year ended
Octcber 2, 1987, filed December 22, 1987.

3-b Registrant’s Bylaws, dated Octcber 20, 1989. Exhibit
incorporated by reference to registrant’s Form 8-K
filed December 1, 1989

3¢ Pegistrant’s Specimen Stock Certificate. Exhibit
incorporated by reference to registrant’s Porm 8-K for
the month of Pelwuary, 1977, filed March 4, 1977.

4 Preferred Stock Purchase Rights. Exhihit
incorporated by reference to registrant’s Form 8-A
dated Angust 2, 1986, filed September 2, 1986,
ard amended by amendment no. 1 dated July 7, 1939.

11 metammofeanmgsmcslummamdarmmd}

ive release No. 34-9083

22 Subsidiaries of the Registrant

24 Consent of Independent Acooumtants

28 Agreement between Varian Associates, Inc. and the
Department of Defense concerning temmination of
Suspension of Continental Electronics, a division of
Varian, and establishmenit of a contimiing
surveillance program

{b) Reports an Porm 8-K:
No reports of Form 8-K have been filed for the last quarter
of the period covered by this report.
o
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of 1934, Varian Associates, Inc. has doly cansed this repart
o .

December 15, 1989 ' By*/yém";

Vice President, Finance

Date

to the requirements of the Secorities Exchange Act of 1934, this
bea)mqedbe]mbythafolladngpensa:scnbehalfoftm
and in the capacities and on the dates indicated.

Signatwre Title Date
Principal Executive Officer:

y@“—?p\g Chairmen of the Board and Decegber 15, 1989

é‘éﬁ

mo. Ch.i.efEmecutueCE:Eme

Decesdber 15, 1989

Controller Decembexr 15, 1989
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VARIAN ASSOCIATES, INC. AND SUBSIDIARY QCMPANIES
FORM 10-K
INDEX OF FINANCIAL STATEMENTS AND SCHEDULES

are required to be included in Item 8:

Consolidated Pinancial Statewents:

Report of Independent ACCOMMMILANES ...cvciracrcervrnnosvcncssnnnes 20
Statememts of Earnings faor the fiscal years ended

Septembexr 29, 1989, September 30, 1988, and October 2, 1987 ... 21
Balance Sheets at September 29, 1989 and September 30, 1988 ..... 22
Statements of Shareholders’ Bguity far the fiscal years ended

Septeaber 29, 1989, September 30, 1988, and October 2, 1987 ... 23
Statements of Cash Flows for the fiscal years ended

Septesmber 29, 1989, Septamber 30, 19688 and Octobex 2, 1987 .... 24
Notes to the Consolidated Financial Statements .....o-vvvecenen s 25-39

The following financial statement schedules of the registrant armd
its subsidiaries for the fiscal years ended September 29, 1989,
Septesmber 30, 1988, and October 2, 1987 are regquired to be included
in Item 14(a):

Consolidated Financial Statemewit Schedules:
Scheduie 11 Amxmts Receivable from Related Parties amd

Underwriters, Promoters, and Bmployees other
than Related Parties .......c.iuoiinvrnnecarennnns 40

Schedule v Propexty, Plamt, and Bguipment ................... 41

Schednle VI Accumilated Depreciation, Depletion and
Amortization of Property, Plant, and Byuipment ... 42

Schedule VITI Valuation and Qualifying Accounts ................ 43
Schedule IX Short-Term BOITOWINERS ....cccvvinvocenocnans beeonn 44
Schedule X Sygplementary Incame Statement Information ....... 45

A}l other required schednles are amitted becaurse of the absence of
coditions under which they are required or because the required
information is given in the financial statements or the notes thereto.
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REPORT OF INDEPENDENT ACCOUNTANTS

To the Board of Directors and Shareholders of
Varian Associates, Inc.

We have audited the accompanying consolidated financial
statements and financial statement schedules of Varian
Associates, Inc. and subsidiary companies as listed in the
financial statewent index on page 19 of this Form 10-K.
These financial statements are the responsibility of the
Company's management. Our responsibility is to express an
opinion on these financial statements based on our audits.

We conducted our audits in accordance with generally accepted
auditing standards. Those standards require that we plan and
perfora the audit to obtain reasonable assurance about
whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by
management, as well as evaluating the overall financial
statement presentation. We believe that our audits provide a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above
present fairl in all material respects, the consclidated
financial p051t10n of Varian Associates, Inc. and subsidiary
companies as of September 29, 1989 and September 30, 1988,
and the consolidated results of their operations and their
cash flows for each of the three fiscal years in the period
ended September 2¢, 1989 in conformity with generally
accepted accountxng principles. In addition, the financial
statement schedules referred to above, when considered in
relation to the basic financial statements taken as a whole,
present fairly the information required to be included
therein.

As discussed in the contingencies note to the consolidated
financial statements, the Company and a number of its
employees received grand jury subpoenas in connection with a
U.S. Department of Justice antitrust investigation. The
likely outcome of the inquiry or the effect thereof cannot be
determined at this time and thus the Company has made no

provision for any liability.
coe 11

COOPERS & LYBRAND

San Jose, California
October 20, 1989
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CONSOLIDATED STATDMENTS OF CARNINGS
Yarian Associates, Inc. amd Subsidiary Companies

IR [P

Far sach of the three fiscal years in
the period ended September 29, 1969

(Dol lars fo thossands except per share amounts) 1989 1968 1987
SALES $1,343,632 $1.170,558 $ 92,776
OPERATING (ISTS ARD EXPENSES
Cost of sales 961,728 am,63% 676,3%2
Research and deve lopmesit 83,071 80,222 80,726
Rarketing 156,049 145.813 131,936
Ceneral and adwministrative 76,25 65,219 65,327
Restructir ing charges - 3.018 -
Total aperating costs and expenses 1,277,104 1,135,907 954,371
(PERATING EARRINGS 66,528 34,651 728,405
Interest expense (10,791) (7,915) (6.602)
Interest jacome 1,192 1,583 2,046
Other incose (expense) (6.100) 15,059 8,046
EARNINGS BEFRE TAXES 50,829 43,378 31,99
JTaxes on earmniags 19.310 15,620 10,530
ET CARRINGS $  31.51¢ $ 27,758 $ 21,365
T EARRINGS PER SHARE - FULLY DILUTED $ 1.53 $ 1.27 b 9 0.98

See accompanying notes to the comsolidated fimancial statewments.
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COMSOLTDATEL: BALARCE SHEETS
Varian Associates, Inc. and Subsidiary Companies

September 29, Septesber 30,

. (Doilars in thousamdis except par walues) 1989 19688
’ ASSETS
Current Assets
Cash and cxsh equivalents 5 - $ 11,539
Accomits receivable, less allowances for doubtful
acconvts of $1.711 (1999) and $2,037 {1988) 263,738 252,469
Iventor jes 285,725 245,455
Other correat assets 93,774 80,459
Total Current Assets 643,237 580 922
Property, Plast, and Equipment 511.213 472,554
Accrmulated depreciation and amortizatios (258,442) (230,894)
Net Property, Plamt, and Equipment 252,in 41,660
Other Assets 35,273 28,247
TOTAL ASSETS $ 931,281 $ 855,829
LIABILITIES AND SHAREHRDERS® EQUITY
Cxrent Liabilities
Sotes payable $ 53,648 $ 14,199
Acommts payable - trade 74,528 %.131
Accrued expenses 182,836 177 070
froduct warranty 29,5910 4,101
Advance payeents from customers 73,2719 65,976
Total Corvent Liabilities 414,20} 336,477
toag-Tem Debt 54,918 .19
Deferred Taxes 34,885 B3.1n
Totai Liabilities S04 , 000 404 827
Shareholders' [quity
Prefared stock
Authorized 1,000,000 shares, par value §1, issued none - -
Common s tock
Authorized 99,000,000 shares, par valoe $1, issued
and outstanding 19.896,000 shares (1589), 21,674,000
shares (1988) 19,89 21,674
Capital in excess of par value of common stock 111,356 139,537
Retained earmings 295,029 269,791
Total Sharehoiders’ Equity 27,281 451,002
TOTAL LIABILITIES AND SHAREHOLDERS' EQUIFY $ 931,281 § 855,829

See accompamying notes to the consolidated fimancial statements.
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CONSOL IDATED STATEMENTS OF SHAREHOLUIERS' EQUITY
Varian Associates, Inc. and Subsidiary Companies

Capital in Trexsary
(Dollars in thoysands Common  Excess of Retained Stock
except per share amounts) Stk Par Yaloe farnings at Cost Total
Balances, October 3, 1986 $21,448 $157.476 ;232,006 § - % 410,9%
fet earnings for the year - - 21,35 - 21,35
Issuance of stock under
employee stock porchase
and optiom plans 518 10,961 - - 11,479
Dividends declared
{$0.26 per share) - - (5.658) - {5.658)
Balances, Goiober 2, 1987 21,966 168,437 2A7,113 - 438,116
Eet earnings for tie year - - 27,758 - 27,758
Issuance of stock under
employee stock parchase
and option plams K 24 8,25 - - 8,648
Furchase of coomon stock - - - {17,840} {17,840}
Retirement of treasuarv stock {684) {17.156) - 17.840 -
Dividends declared
(3$0.26 per share) - - (5.600) - (5,683}
Balances, September 30, 1988 21,674 159_537 269,791 - 451,002
Ret sarnings for the year - - 31,519 - n.519
issusance of stock under
employee stock porchase
and option plams 459 10152 - - 10,611
Parchase of common $tock - - - (60,570) {60.570)
Retirement of treasury stock (2.237) {58,113) - 60,570 -
Dividends declared
(50.26 per share) - - {5.281) - (5.281)
Balances, September 29, 1969 $19.89 $ 111,35 $ 296,029 § -} 427,281

See accompanying notes to the comsolidated financtal statements.
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COMSOL IDATED STATERENTS OF CASH FLOWS
Yar tan Associates, Inc. and Subsidiary Cospanies

For each of the three fiscal years in
e period ended Septesber 29, 1989

DoTIars in thousands)

1959 ey 198

OPERATING ACTIVITIES

60,180 5 86 § 6,115

Bt Cash Provided by Operating Activities 5
TINESTTNRG RCTIVTTIES
Proceeds from sale of twsinesses 7.043 »,500 2.598
Procuds frc- s2le of property, plant, and equipsent 3.8 5.993 17.71
. plast, and equipment G.ﬁ} (43,238} 46,29
P«n:tase of inesses, met of cash acquired 7,385 - 17,211
et Tash ¥sad by Iavesting Activitres (75.73%) (X.7%5) 532821}
FIRACTE NCTIVITIES -
Ret hurro-iags {paywents) on short-term obligations .55 (34.607) 18,532
Proceeds from lomg-tevm borTowings 30,029 450 - 7
Pnnl::pal pay-mxs oo long-ters debt (2,892) {3.3859) (13,077)
Proceeds from paymsents on employee stock notes receivable - 708 733
Proceeds from commne Stock iSseed to employeses 10,611 8,648 11,479
frchase of comson Stock (60,570 (17.8¢0 -
Dividends paid {5.408 {5.710 (5.623)
Wl Gsh Provided (USed) By Financing ACTivities 388 £33 WE Y] 12 . 060
EFFECTS OF CXCHAKE RATC CHANGES 0N LASH {115} 257 55
et Tocrease (Decrease] in Cash and Cash Fquivalents {1,529 {16.398] 13,5549
Cash and Cash Equivalents at Beginning of Year 11,53 27,937 7.978
Cash and Cash Equivalents at End of Year ¥ - ¥V OIILSH ¥y 793
DETAIL OF BET CASH PROVIDED BY OPERATING ACTIVITIES
et Earnings $ N.s19 % 27,758 ¢ 21.3%5
Ad pes tmestts to reconci ie net earnings
net cash provided by operating activities
Degreciation 80, 656 40,428 32275
Deferred taxes i.751 7.365 1.885
mndistribeted earnings from affiliates
less dividends received 8 {1.108 177
Cain from sale of bas inesses 3.081) (15 059 {1,100
{Gain) loss from sale of assets 519 1,007 (851
Amovtization of iftangibles 2.19 2.506 4.768
Abandozmenyt of iotangibles and write-cff of other astets due to
restrocturiog - 15,579 -
hanges i assets and liabilities net of affects of
aopisitions of businesses:
Accounts receivable 5 m 43,876 15,114
Inveatorjes 19,172 13.2%
Other osTeut assets 13 !ll 10,475 2].6‘7
Acconmits payable - trade (l 87 5,764
expenses ? 92! 20,991 (11,057)
Prodin:t warranty 5.901 r 798
Mvance pryments from cstomers 1.520 5,501 7,893
Ret Cash Prowwded by Uperaling Activities ¥y &I ¥V NE% v e 115

Ses accompanying motes to the consolidated financial statomemts.
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The amnsolidated financial statements incluode those of Varian Associates,
Inc. and its subsidiaries. Significant intercompany balances,
mm,mmmmmmammmum
Investments in less-than-ma jority-cwned affiliated comanies are stated at
equity in the net assets of these cmypenies.

Foreign Quoorency Translation

representing cash and anxmts receivable ar payable are translated into
0.S. dollars at the exchange rates in effect at year end. Other accounts
mmmmmmwmmhtedn
historical exchange rates. Reveme and expense itews are translated at
effective rates of exchange prevailing during each year, except that
inventories are charged to cost of sales, and depreciation is expensed at
historical exchange rates. In detemmining net earmnings, the aggregate
exchange gain (loss) far 1989, 1988 and 1987 was ($4.8) mdllion, $1.4
million and ($16) thousarxd, respectively.

Revernme Recognitiaon

Sales and related cost of sales are recognized primarily upon shipment of

mermalastaman:!rheo S. Govermment are recognized primarily as
uits are delivered.

The estimated sales values of performance under certain U. S. Govm:mrt.
fixed-price and fixed-price incentive contracts in process are
under the percentage of completion method of accounting where the sales
valvue is determined an the basis of physical ocompletion and costs are

as incurred. Sales under cost-reisbursewent contyacts, primarily
rescarch and developeent contracts, are recorded as costs are inanred and
include estimated earmed fees in the proportion that costs inarrred to date
bear to total estimted costs. The fees under certain U. §. Govermment
contracts say be increased ar decreased in acoordance with cost ar
pexrformnce incentive provisions which measure actual perfomence against
established targets or other criteria. Such incentive fee awards ar
penalties are included in reverme at the time the amounmts can be reasonably
determined .

Stataments of Cash Flows

The Company considers amrrency on hand, demand deposits, and all highly
liquid investments with an original maturity of three months or less to be
cash and cash equivalents. Certain amounts in prior Statements of Cash

Flows have been revised to be consistent with 1989 presentation. There was
no impac: an the net change in Cash and Cash Bguivalents. Liabilities
assuned in the purchases of businesses were $5.8 million in fiscal 1989 and

$5.8 million in fiscal 1987.
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Inventories

Inventories are valued at the lower of cost or market (realizable value)
using last-in, first-out (LIFO) cost foxr the U.S. inventories of the

mmmsm,s@mumw and the Medical and

(FIPO} method had been used, inventories would have been higher than :
reported by $54.2 million in fiscal 1989, $51.1 million in fiscal 1988, and
$46.7 million in fiscal 1987. Inventaries related to long-term contracts
amoonted to $35.2 million and $39.8 million at fiscal year-end 1989 and
1988, respectively. These amamts are net of progress payments of $8.°F
million and $11.9 million, respectively. Inventoried costs relating to
long-tere contracts are stated at acttal production costs, and generally do
ot incinde start-up or general and administrative costs. The main
components of inventories are as follows:

(Dollars in millions) 1989 1988
Raw materials and parts $140.7 $117.2
Work in process 101.7 88.0
Finished goods 43.3 4C.3
Total Inventories $285.7 $245.5

Property, Plant, and BEquipment

Propexty, plant, and equipwmentt are stated at cost. Major improvements are
capitalized, while maintenance and repairs are expersed caorently. Plant and
equiyment are depreciated over their estimated useful lives using the
straight-line method for financial reporting paoposes and accelerated methods
for tax poposes. leasehold impgovements are amortized using the straight-line
ethod over their estimated useful lives or the length of the lease, whichever
is less. The main components of property, plant and equipment are as follows:

(Dollars in millions) 1983 1988
ILand and land leaseholds $ 14.3 $ 14.1
Buildings 172.3 158.7
Machinery and egquipment 301.2 285.1
Construction in progress 23.4 14.7
Total Property, Plant, and Equipment $511.2 $472.6
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Taxes on Earpings

Deferred recoverable tax benefits of $70.0 million at fiscal year-end 1989 and
$64.4-illimatfisca1}ear—ed1988axeimllﬂedino§reramrtassers.
These resulted principally from product warranty provisions, inventory _
reserves, installment sales, reserves for discontimed operations, and special
provisions not corently deductible for tax pmrposes. In addition, this
acocoant includes refundable taxes of $3.2 millicn at fiscal year-end 1989 and
$3.2 million at fiscal year-end 1988, resulting fram the carxyback of operating
losses and credits. Deferred tax credits of $34.9 million at fiscal year-end
1989 and $33.2 million at fiscal year-end 1988 arcvee primarily fram the use of
accelerated degreciation methods for tax parposes.

The Campamnry plans to continue reinvesting earnings of its non-U0.S. subsidiaries
to expand its international activities. Therefore, it makes no provision for
additional U.S. taxes which might result from distribution of such eamings
unless they are actually repatriated. Amounts repatriated in 1989, 1988, ad
1987 were not significant. The Campeny has fareign tax credit carryovers of
$2.8 million, of which $1.3 million expire in 1991, $1.3 million in 1992, amdi
$.2 million in 1993. At fiscal year-end 1989, 1988, amd 1987, the cammlative
provided U.S. income taxes was approximately $22 million, $19 million, and $18
million, respectively.

The Camparty has a Foreign Sales Corporation (FSC) to assist with its export
activities. A portion of the earnings of the FSC is taxable and provision has
been made for those taxes. The FSC replaces the former Damestic Imternaticnal
Sales Corparation (DISC).

In December 1987, the Financial Accamting Standards Board (FASB) issued
Statement No. 96, Accomnting for Income Taxes (FAS 96). This statement
requires a major change in the method used to account for income taxes. The
statement is effective for the Company’s fiscal year 1993; earlier adoption is
permitted and being considered. The FASB is currently reconsidering certain
relevant aspects of FAS 96. The Campany is caurxrently stidying the implicaticns
of the statement, but the timing and impact of its implementation has not yet
been determined.

Research and Development

Camparty-spansored research and development costs related to both present and
future products are expensed anrently. Costs related to research and
development comtracts are inclvded in inventory and charged to oost of sales
vpon recognitian of related reverme. Total expenditures an research amd
development for fiscal 1989, 1988, and 1987, were $110.3 million, $100.9
million, and $101.7 million, respectively, of which $27.2 million, $20.7
million, and $21.0 million, respectively, were funded by custamers.
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Computation of Earnings Pex Share

Earnings per share coaputations are based on the weighted average cammon shares
artstanding and cosmon share equivalents (dilutive stock options). The average
nuber of commen shares and comon share equivalents used in the computation of
eamings pexr share in 1989, 1988, and 1987 was 20,659,000, 21,936,000, ard
21,834,000 shares, respectively. There is no significant difference between
ﬁﬂlydﬂm:edeammgspershareandgdmxyeamingsperdm

RESTRUCTURTNG CHARGES

During 1988, the Company incurred restructuring charges of $35.0 million for a
major cost reduction effart that resulted in oonsolidation of two divisions ard
the discontimmation of a prodoct line in the Semiconductor Equipment Geaup, as
well as other actions undertaken as part of a campenywide cost reduction

effort. The restructuring charges are camposed mainly of asset write-offs and
estimated accruals associated with move and rearrangesent, cootinoed product
support, termination, and other costs.

OITFR INCOME ( FXPENSE)

In 1989, other expense of $6.1 million represents charges for anticipaied legal
expenses in corpection with an angoing govermment investigation of the power

grid tube industzry. (See Contingencies Note.)

In 1988, cother income of $15.0 million represents the gain on the sale of the

Specialty Metals Division. Sales for the Speciaity Metals Division amountaed to
$17.4 million in fiscal 1988. Proceeds from the sale were $32.5 million.

In 1987, other incame of $8.0 million was principally composed of an advanced
sectlement of a royalty agreement.

SBSIDIARTES OUTSIDE THE UNITED STATES

(Dollars in millions) 1989 1988 1987
Sales $ 303.3 S 289.4 $ 231.8
Net Eamings § 8.5 $ 15.1 $ 11.1
Current assets S 154.8 S 147.5 S 145.3
Property, plant, and equipment,

net of depreciation 28.6 29.0 28.7
Other assets 11.4 8.1 8.1
Total assets 194.8 184.6 182.1
Current liabhilities 89.9 94.6 106.1
Other liabilities .4 4 -
Net Assets $ 104.5 s 89.6 $ 76.0

-28-
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RECETVARLES FRCM LONG~TERM QONTRACTS .

The following shows the companent aelements of receivables frem long-term
cotracts included in acocounts receivable:

(Dollars in mdllions) 1989 1968

U.5. Govermment:
Billed $ 1.2 $ 23.6
Recowerable oosts and accrued

profit on progress

campleted - not billed 5.7 8.1
Total U.5. Govermsent 16.9 31.7
Commpercial custcmers:
Billed 9.4 4.7
Recoverable costs and accrued
profit on progress
cospleted -~ not bhilled 7.0 11.6
Total commercial arstomers 16.4 16.3
Total Receivables from Long-Term Cantracts s 33.3 S 48.0

Receivables fram long-temm contracts include smcets having production
cycles langer than ane year ard therefore a portion will not be realized
within one year. For fiscal 1989 and 1988 these amounts are $1.6 million
and $14.8 million, respectively. Recoverable costs ard accrued profit on
progress campleted but not bhilled far fiscal 1988 have been restated to

cnform with 1989 presentation.

The balances billed but not paid by custamers pursuant to retainage
provisions were not significant at fiscal year-end 1989 and 1988. Based an
the Companry’s experience with similar contyacts in recent years, the
fiscal 1990.

Recoverable costs and accrued profit not billed comprise principally
mmtsofrevemeremgnmedmcnxtmctsforﬂndlbulmgshaimbam
kalance sheet date. It is aticipated such unbilled amcamts receivable
from the U.S. Govermment and commercial custamers at fiscal year-end 1989
will be billed and collected in fiscal 1990.

Ko significant amounts were subject to future negotiation at fiscal
year-end 1989 and 1988.
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MOORIED FXPENCES
(Dollars in millions) 1989 1988
Paxes, including taxes on eamings $2A.5 $ 2.4
Payroll and employee benefits 53.7 48.1
and discontimmed operations 15.1 20.7
Estimated loss contingencies 27.2 16.0
Othexr 65.3 65.9
Total Accrued BExpenses $182.8 $177.1

SHRT-TERM DEBT

Short-term notes payable and the anxent poation of lang-term debt
asmomtting to $53.6 million and $14.2 million at fiscal year—and 1989 and
1988, respectively, represent borrowings of U.S. dollars and various
fmmuxﬁrmlae&tagmﬂsmmlﬂﬂasatmgbted
average interest rates of 9.4% and 12.5%, respectively. Total debt is

At fiscal year-erxd 1989, the Ccmpany had total wmsed committed lines of
credit amounting to $170 million.

(Dollars in millions) 1989 1988

9. anmal

installments of $6.0 thorough 1994 $ 30.0 $ -
in ammuoal

15.0 17.5

6.8% to 10.75% payable through 2005 18.4 18.7
Other unsecured term loans and abligations,
imerest rates range from 8.75% to

11.5% payable through 2031 1.8 1.9
Long-term borrowings 65.2 . 38.1
Less carrent portion 10.3 2.9
Long-Term Debt $ 54.9 $ 35.2

The 9.9% and 9.5% wusecured temm loans contain covenants which limit future
levels of working capital and net earnings. At fiscal year-end 1989, the
Campanty was in campliance with all restrictive covenants of the loan
agreement and approximately $50.1 million of retained earmnings were
unrestricted for payment of cash dividends. Mortgage loans are

Requuedprmcnpa.quﬁymmtsoflamg—temdebt for fiscal years 1990
through 1994 are as follows, in millions: $10.3, $10.7, $10.8, $10.8, ard
$11.9.
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LONG-TFRM DEBT (continued)

Interest paid an short-term and long-term debt was $10.4 million in fiscal
1989, $7.9 millicn in fiscal 1988 and $6.6 million in fiscal 1987.

STOCK QPTION AND PORCFASE PLANG

ks of fiscal year-end 1989, the Cospamy had reserved 2,434,747 shares of

common stock for issuvance to officers amd key employees under stock option
granted at prices egual to the fair macket valwe of the stock an the date
of gramt.

Options granted an or before Pelbwuary 10, 1987 are exercisable cammencing
e year following date of gramt, expire if not exercised within ten,
seven, or five years from date of gramt, and, based an issue date, are
exexm,sablemc:nﬂativemstallnaxtsofan—quarter ane-third, or
ane-half each year. Options gramted on or after Pebruary 11, 1987 are
exercisable in cmmlative installments of ane-third each year, commencing
ane year following date of gramt, and expire if not exercised within seven
years frua date of grant. Option activity under the plans is presented

below:
1989 1988 1987

(Dollars in millions
except per share asouants,
shares in thousands) Shares Dollars Shares Dollars Shares Dollars
Begiming of year 1,419 $ 36.6 1,139 s 28.7 1,54 S 48.7
Gragried 439 12.8 436 12.2 1,058 26.8
Terminated or expired (93) (2.7) (109) (3.-3) (1,258) (42.4)
Exercised (112)  (2.6) (47) (1.0} (225) (4.4)
End of Year 1,653 S$44.2 1,419 $ 3.6 1,139 S 28.7
Shares exercisable 460 66 306
Availsble shares

re=aining 782 1,127 458

Options were ocutstanding at prices ranging from $22.94 to $36.25 per share
at fiscal year-end 1989. Optians were exercised at prices ranging from
$12.10 to 524.19 for fiscal 1989, $7.82 to $33.69 for fiscal 1988, and
$7.82 to $36.13 for fisal 1987.

The Emplcyee Stock Purchase Plan (ESPP) covers substantially all employees
in the United States and Capada. The participants’ purchase price is the

lower of 85% of the closing market price an the participants’ most recent

enrollment date, or 85% of the closing market price an the last trading day
of the fiscal quarter. The discount is treated as equivalent to the cost

of issuing stock for financial reporting purposes.
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STOCK_OPTICN AND PURCHASE PLANG (continmed)

buring fiscal 1989, 1988, and 1987, 322,000 shares, 314,000 shares, and
301,600 shares were parchased for $6.9 million, $68m111m,aml$63
million, respectively. At fiscal year-end 1989, the Company had a balance
d%lmdammfarﬂnm

PREFERRED STOCK PURCHASE RIGHES

At Scptewber 29, 1989, there were issued and cutstanding 19,896,000
preferred stock purchase rights (ane right far each outstanding cossaon
share). Each right entitles the holder to buy ane one-hundredth of a share
of the Capanry”s Series A Junicr Participating Preferred Stock for $125.
Of the 1,000,000 shares of authorized preferred stock, 280,000 shares have
been designated as Series A Jumior Participating Preferred Stock, to be
issued upon exercise of the rights. Upon issuance, these preferred shares
will have certain voting, dividend, and liguidation preferences over the
omstock,aschﬁcribaiinﬁmenigmshgxmtofmmzs,ﬂ%,as
amended .

The rights are exiercisable ten days after a person or group has acguired
15% ar more of the Campany’s voting stock ar the tenth day (or such later
date as may be detemmined by the Board of Directors) after the date of the
mﬁorammmmtofapamsargrmpsmmommm
a tender or exchange of fer whose consummtion will result in the

of 308 or more of the stock. If a persan or groayp becames the beneficial
owner of 15% or more of the voting stock, each right would entitle the
holder, other than the acquiring person or group, to buy shares of the
chpanysSena;AhuorPartmgammPrefmedStodchavu:gamﬂcet
value of $250 for the exexvise price of §125. If the Company were to be
werged into ancther entity, or meoge with another entity and the comcn
stock were changed into other seaurities ar assets, each right would
entitle the holder to purchase for the exercise price of $125, comaon stock
of the acquiring campany equal to a market value of twice the exercise

poice, ar $250.

The rights expire on Angust 25, 1996 but may be redeewmed by the Board of
Directors of the Company for $.05 per right at any time before they become
exercisable.

RETTREMENT PLANG

The Campany has several defined contribution retirement plans covering
substantially all of its employees. Total pension expense amounted to
$18.3 million for fiscal 1989, $15.0 million for fiscal 1988, and $13.5
million for fiscal 1987. 'mem)ou:obhgaumlstoaxrtnhmeanannmt
based an a percentage of each participants‘ base pay. The Campany also
contributes 5% of its consolidated eamings from contimiing operations
beforetax&s,asad]ustedfordisczetiaazyitem,asretiranmtplan
profit sharing. Pardicipants are ancitled, wpon temination or retirement,
to their vested portion of the retirement fund assets, which are held by a
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TAXES OB EARRINGS

8.S. federal income tax returms for the years through 1900 have beea settiled with
the luterval Reveswse Service. It i3 believed that adeguate prowision has been eade

for all open years aad aresolved isswes. The detail of taces (benefits) om

earniags is as follows:

(Poliss tp willioas) 1909 1968 1987
Corent
8.S. federal $11.0 3 5.3 $(0.7)
oo-§.S. 7.9 10.0 6.0
State and local 4.3 1.7 1.2
Total asvent 23.2 17.0 6.6
Deferred
B.S. federal (4.1) (0.3) 4.2
oo 4.5, 0.2 (1.1) (0.3)
Total defesyed (3.9) (iL.4) 3.9
Taxes oo Exrnings $19.3 $ 15.6 $10.5

Deferred taxes on earvings reselt from timing differences between income reported
ia the ficancial statements and taxable income. The tax effects of these differ-

ences we as follows:

{Dollars io wiltions) 1969 1963 1987
[nventory ad s tmeats $ (1.5) $ 14 $(1.9)
Chaoges e provisions for

discoat inued operations {0.8) (2.9} 44
Product warranty (1.8) {0.3) 0.8
Deferred income {0.5) 0.3 {1.1)
Accelerated depreciat ion 2.8 5.9 2.1
Instaliment sales - (5.7 0.6
Other (2.1} (2.1} (1.0)
Total Deferred $ (3.9) $ (1.4} $ 39

-13-
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TAXES 0N EAREINGS (cont inued)

The reconciliation betwean the effective tax rates and the statutory
federal Jucome tax rates is shown in the followiag schedule:

1989 158 1987

Statutory federal jocome tax rate M0 no0x 43.0%
State and local taxes, met of feceral tax

bemefit - 5.6 2.5 2.4
et iovestaent tax credit recapture 0.4 Q.7 2.4
Fore iocome deemed perwooently ioeested, aet

of foreign tax credits wtilized

xd foreige tawes 2.1 0.6 21.4
FSCAEST {(3.2) 1.7 3.2
Research and development tax credit - - (12.4
Cpital gies - - (2.8
Tovestory adjestmeat on discontimsed cperations - 2.3 1.7
(haritable cootribut ioms 0.6 0. 4.9
Other 0.3 0.3 (1.6)
Effective Tas Rate 900 3 bR 130t
{ncome taxes paid (refunded) oo earnings are as follows:
{(Dolla< 10 w1 Tioms} 1939 1988 BRL 1A
Federal inccme tanes paid 12.7 $ 1.6 $ 1.2
Federal income taxes refuscded from prior years (0.5) (5.3) {26.9)
State incuae taxes pzid, et 5.0 1.3 0.5
Foreign imome taxes paid, wet 11.1 7.1 5.9
Total Pad (Petunded? B3 S 3O

The amoamrts refunded ia 1999 and 1988 are the result of Bet Operating Loss amd General

Busipess Tax Credit casrvybacks frum 1987 to 1984 and €

LEASE OO TMEMTS

rom 1986 to 1381 and

1984, respectively.

At fiscal year-end 1969, the Company was committed to the following minimm rentals

wder capital and noncancellsble operating leases:

(Pollars in willioms)

¥Fiscal Years ~ Lapital Leases Operating Leases Toial
1990 3 0.2 $12.8 § 130
1991 0.1 10.90 10.1
199 9.1 7.5 1.6
1993 0.1 5.2 5.3
1994 0.1 2.9 3¢
Thereaf ter 8.0 2.1 10.t
TotaT | - N Y H.5 ¥ 490

Total mirimms capital lease payments include $7.7 million representing imputed ioterest
nauassm‘ymrmu:e- present valoe, Remtal expense for fiscal 1999, 19688, and 1987
was $34.3 million, $35.0 mililion, and $34.5 willion, respectively.
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QUEER MATTERD

During the year, claims were made against the Campany by the California

of Health Services for violations of the Hazardou: Waste Control
Act with respect to hazardous waste operations at the Walmut Creek,
Califaornia site. There was no ham to employees or the enviromment. A
settlement agreement was reached in July, 1989 with no adwmission of
liability or violation of law. The agrecment included civil penalties of
$625,000 and reimbursesment of administrative and legal costs of $100,000.
The agreesent alsco inclnded a compliance schedule for completion of
remedial actions within prescribed time limits up to 90 days fram the date
of the agreament. The remedi>] acticns have been completad.

CONTTNCENCTES

The Compary is anoyencly a defendant in a mmber of legal actions and could
incur an uninsured liability in one or more of them. In the opinion of
mnacgewent, the outoome of such litigation will not havwe a material adverse
effect an the financial condition of the Campasnty.

The suspension of the Coapany’s Continesrtal Blectronics Division from
antracting with ary agency of the Executive Rranch of the Federal
Govermiment was terminated an Jamuary 20, 1989, under a settlement agreament
with the Cepartment of the Navy (See Exhibit 28).

On September 21, 1988, Rodney Shields, who purports to be a stockholder of
the Campany, filed a stoddwlder’s derivative action in the Superior Court
of the State of California, County of Santa Clara. The camplaint alleges
that the Campany obtained certain defense contracts by illegal means and
overcharged the govermmment in comnection with other defense contracts. Mr.
Shields further alleged that certain named individuals, including 14
directors and 3 additional present or former officers of the Company,
breached their fiduciary duties and violated various provisions of the
Califomia Business and Professians Code. On June 26, 1989, the court
dismissed the capplaint with leave to amend. Thereafter, Mr. Shields
amended his camplaint, and the Campanry has moved to dismiss the amended
camplaint. The sotion to dismiss is pending.

In addition to the foregoing, in August 19389 the Company and a mmnber of
its employees received grand jury subpoenas in comection with a U.S.

of Justice antitrust investigation of the power grid tube
industry. This follows earlier civil investigative demands made to the
Coampany and others in March 1989. The likely cutcome of the incuiry or the
effect thereof carmot be determined at this time.

The Campany is involved in varicus stages of investige .on and cleamup

relative to envirommental protection matters, same of which relate to past
d).qaosalpracmoa; Same of these matters are being overseen by state or
federal agencies. Management believes that the final dispositicn of these
mtters will not have a material adverse effect an the financial condition

of the Campany.
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BSDESS SEGMENTS

The Cauparty’s four industry segments have been reclassified into two
segeents to better reflect the composition of product lines. The oo
sergeents. have heon dofined;. Testoron Device and Systems Segpent and the
Bguipment Segment. All prior year segment information has been restated to
reflect the change in seguents.

The Elactron Device and Systess Segment inciudes a hwoad line of electron
devices amd systass used in brcadcasting, commmications, and other
commercial and military applications. The Bpipment Segment includes:
analytical instruments widely used in the fields of chemistry, physics,
biology, life sciences, and metallurgy; semiconductor equipment used for
semiconcdhactor wafer fabrication; and medical and industrial

including linear accelerators used for cancer therapy and industrial
testing and inspection, as well as vacam pumps and systems, gauges, and
leak detectors used in a variety of industrial applications.

In order to moxe Clearly reflect the results of operations and identifiable
assets within industry segments, the LIFU adjustment, and certain expenses
previously classified as ocorporate expenses, have been allocated to the
inbstry segoents.  All prior year segient information has beer restated to
reflect these changes. Indirect and ccomon costs have been aliocated
through the use of estimates. Accordingly, the infometion iz provided for
nuposes of achieving an wnde. tanding of operations, bat way not be
uxhcaUvnofﬂxefmmlmltsofthere;nrtedsegmtsneretfey
independent orgaruzations. In addition, comparisons of the Company’s
cperaticns to similar operations of other companies may not be meaningful.

The Company operztes various mamfacturing and marketing cperations outside
the United States. Geographic segment intommation is based on the location
of the operaticn furnishing goods and services. No single country outside
the United States acoounts for more than 10% of total sales or total
assets. Sales between geographic areas are accouted for at cost plus
prevailing mexups arrived at through negotiations between independent
profit cemters. Related profits are eliminated in consolidation.

Includad in the total of United States sales are export sales of $228
million in fiscal 1989, €182 million in fiscal 1988, and $94 million in
fiscal 1987. Sales under prime contracts fram the U.S. Goverrment were
approximately $122 pillion in fiscal 1989, $142 million in fiscal 1988, and
$131 million in fiscal 1987.
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Pre-Tax Operat ing ident if lable Capital
Sales Earnings (Loss) Assets Expend itwres Beprec iat lon
(Dollars » willioms) T 9 I S N Y TS R 9 TR IS [T e e

Electron Devicoe and Systess T M 1 53 W $13 §2 3 3 S e g $18 $19 ¢ RIS IR

Eqp ipment.
Amalytical Instrumets m 227 19 9 2 19 121 e 101 6 7 6 5 5 L]
Semricomductor Eqe ipment m ne 193 F.-3 2 (™ 173 103 1% 6 3 9 6 7 7
Aedical b Ietestrial
Prodects 268 2 199 7z 20 122 125 104 8 7 [ 4 L 3
] (6) 5) (4} - - - - - - - - - - - -
€ Viwinat tons
Total Equipment 810 674 527 n 42 4 416 344 131 20 17 21 15 16 [ L)
Mjastmests 3
£ 1 inat tons - 6y () 3y & (D . . - - - . - . .
fotal Indwstry
Segeents 1.3 1,111 9 Bl &7 4% b 6RH 648 3 » L -4 » 38 n
Generatl Corporate - - - (20) (1) (9) 165 10 182 11 H 4 7 6 &
Iuterest, et - - - (10) (6) (5) - . - - . . . - -
Total Company 31,344 31,171 3983 $51 $43 %32 3931 856 38X 19 0 18 $41 S0 337

1999 reswits include Ceneral Corporate charges for smticipated legal expenses of $6.1 million in connect ion with an oagoing
goversment lavest igation of the power grid tube industry.

1968 resslts inchede & grin in the Semicondector Equipment Group on the sale of the Specialty Metals Division of $15.0 willfon
and restroctoring charges of $35.0 ailiton, The restructwring charges are allocated as foliows:

Amalytical instruments $ 29
Semiconductor Equipwest 5.8
Gemeral Corporate 6.3

IR0

1987 resmits for the Mmalytical Instrument Group ioclede 6.3 willion for an advanced settiement of a royalty agreemesmt,
and results for the Electron Device and Systems Seguent include a $1.7 million gain on the sale of a swmil subsidiary.
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CEOLRAPEIC SECRENTS

Sales to Intergeographic
Umaf f i Viated Sales to Pre-Tax Operating Fdewt i Lable
Cwstomers Affiliates Sales fare s Assets

(DoTlars e millions) 1989 TUES 19§/~ 1999 1988 Y97~ TO% 1988 197 T 1995 1986 987 989 19 1)

United States $i.000 § 882 § 751 $174 3148 § 114 $1.214 31,030 § 865 $66 3§ I $ 613 $59 3515
inteynat omm ) 04 » » 52 a7 19 My 279 18 24 153 W 13
Ad rstments &

E Harimat doses - - - (209) (200) (161) (209) (200) (161) 3 (9 ()

Tota) Geographic

Segueats 1,344 1171 993 - - - 1,34 1,171 983 81 67 4% 766 G685 G

General Corporate - - - - - - - - - (20) (8) (9) 165 179 182
[nterest, Net - - - - - - - - - (10) () {5)

Total Compasy YL ILT7T ¥ 983 Y - ¥ -V * Y3 I T7T Y ¥35I $33 Y X2 Y9I Y5 TN

1989 resuits include Gemeral Corpovate charges for amticipated legal expenses of $6.1 miliion i commect ion with an omgoing
qovertment favestivatiom of the power grid tube industry.

mwoqglznmwnrﬁfﬁ restractor ing tharges of $35.0 miltion and the gain on the sale of the Spectalty Metals Division of

1987 resalts InClude 35.3 miliion for an advanced settlement of a It . and 7 wildd
prailbacticinel royalty agreemest 3 11.7 million gain on the sale
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QURTERLY FIRACIAL DATA (Wi TED)

(Dollars i millions except per share amowsts)
1989

First Secomd Third fowth Total First Secomd Third Foarth Total

(aarter Quarter O(uarter Quarter Year

Quarter Quarter Quarter Quarter Year

Sales $287.4 8.6 3335 3641 1.343.6 § 265.9 28.7 W9 1.170.6
Gross Prof it $ 88.7 101.0 9.0 94.2 3819 s 8.4 9.5 9.3 3609
Set Earsings (Loss) $ 9.4  12.0 9.1 1.0 N5 1 (17.6) N8 282 218
Ret Earmings (Loss) Per Share - Fally $ 0.4¢ 058 045  0.05 1.53 $ (0.80) .50 110 1.27
Di hsted
flotes: .

Inciuvded in the fawth quarter 1999 resalis are charges for anticipated legal crpewses of $).8 midlion, wet of tax effects, in

conmect ion with an ongoing government investigation of the power grid tube 1mdustry.
Inciuded in first guarter 1988 results are restructuring charges of $22.8 million, wet of tax effects.

Included in fourth quarter 1988 results is a gain of 39.6 willion, met of tax effects,
from the sale of the Specialty Metals Division.

The four quarters for earnings (loss) per share may not add for the year
because of the different mmber of shares cutstanding during the year.

COMMON STOCK PRICES (UmAUDITED)

1989 1988
First Second Third Fourth o First Second Third Fourth
Quarter Quarter Quarter Quarter Quarter Quarter Quarter Quarter
Common Stock
High $30 1/4 30 <5/8 28s5/8 M 13/8 $39 0 3m 3 /8
Low $25 1/2 5 ¥Wa 231 23 W2 $18 /4 22112 B B
Dividends Declared Per Share $.065 .065 065 . 065 $.065 065 065 .065
-39-
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Rame of Debtor

FISCAL YEMR EMDED 1987

L. L. Nomsen
R. A. Lemos
€. W O'Datr

F. D, Seqge

+

FISCAL YEAR ENDED 1988:

L. L. Hamsen
R. A. Lemns

V. Battagita

FISCML. TEM ENDED 1989:

L. L. Hawsem
R. A, Lemos

7. D. Sege

SOEBME T

VARIAS ASSOCIATES, MIC. ARD SEESIDIARY COMPARIES
AMDNNTS RECE IVABLE FROW RELATED PARTIES AED WEERMTTERS, PROMDTERS,
AD EPPLOVEES OTHER Tuall BELAIED PARTIES (1)
for the fiscal yeors ended 1989, 1988 and 1987
{Dollars e Thowsamis)

Balamce at Balamce ot End
Begiawing Aot of Period (2)
of Period Add it boses Collexted Current
3 278 3 - 3 L] | 3 41 3 16
2 104 18 15 91
146 - 146 - -
206 - 19 19 168
$ 1M $ IR $ 75 K -
$ 23 $ - $ 41 i 1% 1 -
106 - 21 1i 14
187 - 8 L. 120
- 152 152 - -
$ 58 ) T 1Y $ 732 $ 5k $ 1
$ i% 3 - $ 19 § - § -
85 - 1 11 63
169 - 49 120 .
L= ] $ 1] $ 5% $ TI31 $ 53

(1} As to columh gmitted the answer is “none”.

{2} The amounts receivable are ed by notes with interest rates which range from 6.75% to 9.0%
doe §o 1990 throwgh 1992, with comeom stock of the Company pledged as collateral.



VAREAR ASSOCIATES, INC. AND SHBSIDLARTY COMPANIES
PROPERTY, PLANT, AND EQuirMENT (1)
for the fiscal years ended 1999, 1988 and 1967
(Dollars in Millioms)

Balance at Balamce at
Beqg fan ing ther €od of
Classif icat bom of Period Add it boors et irement s Changess (2) Per bod
FISCA YEMR ENDED 1987:
Land and land leaseholds $ 139 $ 09 $ (0.8 3 - 5 14.0
Buildings 147.9 9.5 4.5 2.5 1554
Machinery ami equipment 2444 3.3 8.8 3.0 270.9
Construction in progress 2z.8 3.5 - {8.0) 18_.3
Total $ 50 $ W7 3 (1IET) ¥ 1725 $} WS
FISCAL YEAR EMED 1968:
Lond and land leasehoids $ Lo $ 0.3 3 }0.2 b3 - $ 141
Buildings 15. 4 8.3 Lﬁi 0.4 158.7
Mackinery and equ lpment 270.9 35.1 (21.8 8.1 285.1
Comstruction in progress 18.3 3.5 - 7.1 18.7
Total $ B85 $ W7 $ (B7F) $ 7.5} $ 775
FISCAL YEMR ERDED 1999:
Land and land leaseholds $ 141 $ 0.2 $ - b3 - $ 143
Buildings 198.7 5.8 [1.0; {1.2) 172.3
Machinery and equipment 285.1 27.1 {15.3 4.3 1.2
Construction in progress 14.7 6.3 - .4 23.4
Tota!l s T8 I $ {16.3) $ 55 $ ST

(1} See accompany ing motes to the consolidated financial statements.

(2) Capitalization of contruction in progress, acquisitions and
sales of businesses, and reserves for discontinued operations.

-4)-
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WRIAE ASSOCIATES, INC. AMD SRS IDLARY COMPARICS SOEDmLE Wi
AOCWMRLATED DEPRECIATION, OEPLETION AND ANIRTIZATION OF
PROPERTY, PLANT, MDD EIPENT (1)
for the fiscal years emded 1999, 1988 and 1987
(Dol lawrs im Killions)

Balamce at Balance at
Beg o ing Ot by End of
Descr-ipt fon of Period Additions Ret irements Changes (2) Perbod
FISCAL YEAR ERDED 1987:
Land and lamd leasehoids $ L6 $ 03 $ - - $ 19
Bui Mings 8.5 7.3 - 1.8 540
fachicery and eqmipment 124.6 2.8 (6.2) 1.2 147.0
Total $ TRT $ - $ {677} 3 3°0) b ) R
FISCAL YEAR EWDED 1968:
Land and land leaseholds 3 19 $ 0.4 5 - H - $ 2.3
Bu i Mdings 54.0 8.0 (l.4; 6.9 61.%5
Machinery and equipment 147.0 32.6 (13.9 1.4 167.1
Total $ MY $ T $ (15.3) $ LT $ 709
FISCAL YEAR EMT) 1999:
Lad and land Jedxseho Mds $ 2.3 $ G.» $ - 3 - $ 2.7
Bai ldings 61.5 8.3 (0.7; §1.3 67.8
Machinery and equmipment 167.1 R0 (10.3 6.9 187.9
Total $ 709 t W7 $ {110} $ 70 $ BB

(1) See accompanying notes to the comsolidated financial statements.

(2) Cq:itallzatim of comstruction in progress, acquisitions and
les of businesses, and reserves for discontinwed operations.

G
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WRIAS ASSOCIATES, INC. AMD SHBSIDIARY COMPARIES SOEBAE Y1l
WALBATION ARD QUALIFYING ACCOWNTS (1)
for the fiscal yoars ended 1989, ;QB and 1987

Balamce at Charged to Dexduct fons Balamce at
Beginaing Costs and End of
Descr ipt on of Period Expenses Descr Tplion Amousar{ Period
- ALOWANCE FOR DOWBTFW. MOTES
& ACCOWNTS RECEIVABLE:
Fiscal Year Ended 1987 $ 2.6 1 626 Writs—offs $ (1,486) $ 1,708
W ite-of fs
Fiscal Yesr Ended 1963 $ 1,788 $ 160 & A justments 3 (s11) $ 2.0%
Writeoffs
Fiscal Yoar Ended 1909 $ 2,037 } 1 433 & Ad prstments $ (9) £ 1.m
ESTIMATED LIABILITY FOR
PRODUCT WARRARTY:
Actmal
fFiscz] Year Ended 1987 $ 24.008 $ 3,063 Wrraty $ (30, 485) $ 23,58
Sm— Expend i twres r———
Actwal
Fiscal Yoar Ended 1988 $ A, $ .19 WarTanty 1 (29.684) 3 24,101
——— Expend i tores
Actoal
Fiscal Yewr Ended 1989 $ 24,101 $ 3B.156 Varramty $ (32.347) 3 29.910
am——— Dxpesd | tures -

(1) As to columm omitted the sncwer is "noRe”.
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BRI ASSOCIATES, INC. AD SUBSIDIARY COMPANLES Schedule [
SHORT-TERM BORROWLIGS -
for the fiscal years ended 1969, 1968 and 1987
(DoMars in Mitlions)

e ighted Max iz Average Amt,  Meighted

Balance Average - Amount Outstanding Average
Category of Aggregate at End Interest Outstanding D ing Interest Rate
Sort-Term Borrowings of Persod Rate During Period Period (2) Owring Period (3)
Amcagrts payable to Barks,
factors, and Other
Financial Institutions
for Borrowings (1):
Fiscal Year End 1987 $48.8 Iixn $48.8 $25.9 9.5
Fiscal Year End 1988 $14.2 12.5% $61.8 $43.0 9.5
fiscal Year End 1969 $53.7 9.4 191.6 $59.6 10.3%

(1) At fiscal year end 1989, 1963, and 1987, the {capany had total vnused committed lines of credit amunting to
3170 million, 3100 aillion, and $102 million, respectively. Total borrowing is subject to limitations included
in long-ters debt agreesents. Mo compensating balances were m2intained in 1989, 1968, o~ 1987 under credit
agrecments in effect during these yoars.

(2) Average amourrts outstanding based om balances at the end of each of the 12 moaths in the fiscal year.

(3) veighted average interest rates based on the balance and applicable interest rate for each amount payable at
the end of each of the 12 months in the fiscal year.
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SCHEDULE X

VARIAN ASSOCIATES, INC. AND SUBSIDIARY COMPANIES
SUPPLEMENTARY INOCME STATEFMENT INFORMATION
for the fiscal years ended 1989, 1988, and 1987
(Dollars in thousands)

Item ' 1989 1988 1987
Maintenance and repairs $34,713 $31,578 $28,212
Depreciation expense $40,656 $40,424 $37,275
Advertising costs $11,260 511,186 $9,634

Noounts for amortization of imtangible assets and other deferrals, taxes
other than peyroll and income taxes and royalties are not presemted as such
amamnts are less than 1% of total sales.




Exhibit : - - ]

3-a Rag:scmntsaastateiCertiﬁczteof Incorporation,
dated June 26, 1987: _
Exhibit incorporated by reference to
registrant’s Porm 10-K for the year ended
Octcber 2, 1987, filed December 22, 1987.

3b Registrant's Bylaes, dated October 20, 1989: -
Exhibit incorporated by reference to
registrant's Porm 8-K filed December 1, 1989.

3¢ Registrant's Specimen Stock Certificate:
Exhibit incorparated by reference to
registrant’s Fom 8-K for the month of
February, 1977, filed March 4, 1377.

4 Registrant’s Preferred Stock Purchase Rights
dated August 26, 1586:
Exhibit ircorporated by reference to
registrant‘s Fom 8-A dated August 26, 1986,
filed September 2, 1986, and amended by
amendment no. 1 dated July 7, 1989.
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Department of Defense concerning termination
of suspension of Continental Electrunics, a
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WRIAN ASSOCIASES, INC. AED SUBSIDIARY COFPARIES
CONPYTATION OF EABINGS PER SIARE [ ACCURDANCE
¥ITRH ISTERPREVIVE RELEASE NO. 34-9063

(Shares in Thowsends) 1999
Actual weighted average shares owtstamding for the period 20,623.0
Bilut ive enployee stock optioms wsing average mawket price 3%.0

Total shares based on shares cwtstanding and the ascempt ion
that all stock options will be exercised at average stock
market price 20.659.0

Addit tomal dilstive ewployes stock options wsing esding
warket price -

Total shares based on shares outstanding and the assampt iom
that all stock options will be exercised at ending
market price 20,6550

(Oollars ia willions, except per share amounts)

“Earnings from oot ioning operat lons 3 3.5

fet carnings applicable to fully diluted carnings per share
L n.s

Earnina_per share based o SEC interpretive release

. 9083 :

Earnings from cont ineing operations ) 1.53
Fully dileted net earmnings per share $ .53

.- ——

_47-

1988

21.881.9
4.0

21.922.0

14.0

21,936.0

$ 27.8

$ 1.27

$ T.27

EDWMBIT 11

21,663.4
3.0

21,7564

21,8344

$ 21.4
$ 0.9

3 LR
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VARTAR ASSOCIATES, [NC. Exhibit 2
SUBSIDIARIES OF TME REGISTRANT
Fiscal 1988
Organized Under Percentage of Voting
" Laws of _ Searities Owned
Varian Associates, Inc. (Registrast)
- Subsfdiarfes:
Amalytiches interoatiomal, Inc. Catiforaia 1008
Varian Associstes Limited Catifornia 100t
Varian Export Corporation California 100%
Va-ian lovestmeat Corporation California 100%
Yarian 2ealty, Inc. Califorwnia 100%
¥arian Chipa, itd. De lare 100%
Varian Instruments, Ltd. De lxare 100%
Varian Microwave Equipment, Lid. De laware F00%
Varian Pacific, Inc. Oe laware 1008
Yariaa [ostruments of Puerto Rico, Inc.  Delaare 100%
Yarian Sewiconductor £qpt. Co.. Iac. e Tawre 100%
Varian B.., Ltd. e laware 1008
Raasfield Insugance Cospany Yeawoat 100
Yar iao Asstraltia Pty., Lid. Australia 100t
verian Pty., Ltd. Australia 100%
Variza Tectitroe Pty., Ltd. Arstralia 1R
Varian Gesmbl Mers ity §a 106t
0.¥. Varian Bemelux S.A. delcium 1002
Yarian Industria e Comercia btd. Brazil 100%
Yarian Canad2, Inc. Canada 100t
¥arian Electronics ApS Dermark 100%
Varian SA France 105%
Var ian Gabif Hest Germany 1008
¥arian SpA 1taly 100n
Varian S.A. Mexico 100%
Yarian AB Sweden 100%
Yar jan AG Switzer land 100%
Yarian International AG Switzerland 100%
Varian Taiwan, Ltd. Tahwan, Republic of hima 100%
Varian Benelux 8.V, The Netherlands 100%
¥arian FSC B.V. The Reiher lands 100%
Yarian - TEM Lisited Bnited Kingdom 1008
Varlan VT Limited Baited Kingdom 100%
Affiliates {not consolidated, included 2t equity):
Varian - Korea, Ltd. South Xorea 61%
Tel-Yarian, Ltd. Japan S0%
Spectroscopy [mging Systess Corp. De laware S0
Yarian - TEL, Ltd. De laare S0%
Yarian Supply lo. (VASCD) California 50%

]

e

*

All of the above subsidiaries are included ir Yariar’s consolidited financia® statements.
The nomes of certain consolidated subsidiaries hzve been omitted tecause, considered in
the aggregete as a single subsidiary, they would not consitutz a sigmificant subsidiary.

JRE 169




4

&l

Exhibit 24

COMBENT OF INLDEPENDENT ACCOUNTANYS

We consent to the incorporation by refsrence in the
Prospectuses constituting part of the Registration
Statements of Varian Assoclates, Inc. on Forms S-38
(Nos. 2-81702, 2-,3721, 2-63510 and 2-50061) of our
report dated Oc.tober 20, 1989, on our audits of the
consolidated financial statements and the financial
statement schedules c¢f Varian Associates, Inc. as of
September 29, 1989 and September 30, 1988 and for
each of the three fiscal years in the period ended
September 29, 1989, which report is included in this

Annual Rep>rt on Fora 10-X.

COOPERS & LYERAND

£an Jose, California
December 15, 1989

._49-
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EXEIBIT 28

AGRZIEMENT BITWEEN VARIAN ASSOCIATES, IKC.
AND TEEZ DEPARTMENT CF DEFENSE
CONCERNING TERMINATION OF SUSPENSION OF
CONTINENTAL ELECTRONICS, A DIVISION Of VARIAN,
AND ES"“L;BE%;V” OF A CONTINUING SURVEILLANCE PROGRAY

0n July 6, 1988, the Depa-trent of the Navy (Navy!}
3 varian Continental Electronics, a Givision ¢f Var:ia:
ez, I.c. {(Varian), from contracting with any acency =
tive vranch of the Federal Governzent. This ac:ticn was
on c=rtain evidence, in the form of a publicly-reieases
4+ in suprort of a search warrant, that cocnvinced the Navy
Debar:ring Official that adecrate evidence existed of
irrecuiarities of a sericus nature relating tc governzen:
contracting, invelving M:. Joe EB:radley, Vice Presicent cf
¥arketing for Varian Continental. 1In acZ:tion, the Navy le ter
of Juiy €, 13928, offered Varian Associates, Inc. the opportunity
tc demonstraze its present resgensibility as B gcvernnent

contractor.

) 7y

2. The policy set out in the Federal Acguisition
Reculation (FAX) is that suspension and cdebarment acticns z:oe
discretionary, tc e imposed for the Government's protecticn, rct
fcr purpeses of punishnent.,

3. The Navy ané Varlan hLave had extensive discussions
about Varizn corporate ancé €ivision policies and practices. As
part of these discussions, Varian and the Ravy have coafirzes
actions already taken by Varian anéd have identified furthe:
actjons to be taken by Varian.

§. Varian has already:

(2) taken the actions described in Annex I, designed to
assure its intecrity as a government contractor,

(b) advised the Navy, In a presentation pade pursvant to
FAR 9.407-3, of the facts and circumstances known to 1t
scrrounding the conduct of Mr. Bradley and taken
appropriate corrective actions, including employee
discipline, based on the results of its inquiry.
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(g)
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Vazian 1-'1 :

corplete the actions described in Annex II on o:
befcre the detes ghown ¢n Annex II in a manner
satisfactory to the Assistant Secretacy of thre
Navy (Shigbuiléing and Logistics);

recort morthly to the Assistant Secreta:ry ¢i the
Xavy {Shipcuvilding and Logistics) con action under
(a);

paiptain in 211 mat

eripl respects, for a pe::oc ¢ fiv
years, tne actions anrd procecu x

:res described in Anne :

ari Anne II:

ersire thz:t Var-:an's performance uvnder this Agresnent
is ranitered by a Coxmittee on Aud.t and Complilance
of the Varian Bcazé of Directcrs;

during the five-yesr ter:m of th:s Ag:eement. p:c::ée
access tc the fcllewing classes of doc;men to the
Dezzrizernt o0f Defexse (irﬁl__-“c agnin: stta ive
contracting o:rficers and DCAA eucditcrs): all (1)
internel audit repcrts; and (2) indepencdent audaz
reperts;

providés to the Depsriment of Defense, including but
not linited to the ACOs and DCAA auditore, access ¢
21] Verian reco:ds necessary to assure that varian
has performeéd each and every term of this Agreexernt
to be verfo:rmed by Varian;

coogerate fully with ary investigation by the
Depa:ztment ©f Justice (including the Federal Bureau

of Investigation) or the Department of Defense
{includingc its investicative agencies) of which Varian
kriews or learns in the future, but without waiver of
rights ané defenses which the ccmpary by law is
entitled to assert;

upern: indictaent of any officer, employee or

consultant of Varian for violation of any Federal
criminal statutes, for ccnduct in connection with the
individual's performance of duties for or on behalf cf

Varian, immediately remove the indicted officer,
nployee or consvitant frox active status with the
Corporation;
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{i} uzon coneict1on cf Varian fcr violation of any Felerzal
crizinal statste, take apprepriate cisc‘pliua'v acticn
aczinst all respcnsible indiviZuals; anc

(i) Upon unép
acpeei, cf any cfficer, edplcyee O conSL1t ot
violation of any Federel criminal s:atute for
conduct in ccnnection with the ind:vidral's
cerfcrmance of duties for ¢r on behalf c¢f Var:ear,

prompt acilion Lo terminate such cificer, enmployes
consultant.

2
£

L I A1)
M
m

[N

6. Variasn 2grees to report instances of rmiscenduct
inveiving suspected viclations of fecderal lews relatinc to
crocuresent to the Degartzent of TCefense Inspector CGenerel wiitniin
fifrees davs aizer it becomes aware of such sisconducz. Tre
LisconductT t¢ be resorted inciudes miscondzct by eny person,
includine but not lizized to, those associeted with Varian cor
with the Gevernmeni, On a2 sgxmi-anpual basis, Varfan shall
crevide the Xevy with a list ice ntifying 2ll instances of
micconduct reported curing the preceding six months. Nezat:ive
rezcrte are reguirec. Varian acrees that any resor ts cf
misconéuct that c¢cce to its attenticn immediately will be
invegticated anc followeZ, as appropriate or necessary, by
corrective action ard nc.;ce to the Government of any pectentieal
or actual imgact on arny aspects of Varian's Covernmen: busiress.
Nothinc hereln shall be construed as prejudicing Varian's s-atu:
unéer the DOC Voluntary Disclosure Programs, should Varian
otherwise qualify for such prograam.

7{a} During the term of this Agreement, Varian shali not
xnowingly employ, with or without pay, an individual who is
lieted by a Federe! Agency as debarred, suspended, or cthe:rwise
ineligible for Federal procrame. Reasonable inguiry, consistent
with apglicable laws, will be made into the status of any
potential enployee or consultant. Such reesonable inguiry wiil
include, at & xminimum, review of the General Services
Adninistration's Lists of Parties Excluded from Federal
Procurement or Nonprocurement Programs. Notwithstanéding the
provisions of this paragrapn, Varian is not required to terninate
the erployment of individuals who become suspended or debarred
during their employment with Varian, except as provided in 5(;)
above, Varlan, however, shall remove such erployees from
responsibility for or involvement with Governient matters until
the resolution of such suspension or debarment.

{b) Du:ring the term of thls Agreement, Varian shall no:
knowingly enter into any contract or other business relationship
relating to Federal contracts with any individual or business
entity that is listed by a Fedezal Agency as debarred, suspended,
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ineligirie for Federal prograzs. Reasonable incu

or ctherwise lrv
will be made into the stazus of any such entity. Such reasoratle
{nacuiry will incluée, a2t 2 minisun, review of the General
Secvices Adninistraticn's Liets of Parties Exc:iuded from Feleral
Procurement or Non-Preccurerent Frograps. No.w'thstanczrg the
provisions of this paragraph, Varian ray enter into such a
buzinese relazicnshic if the President of Varian-firs: deze:rines
15 weizing that a2 congelling reason justifies the releaticgnsehnic
z2nd Varian nas furniehel 2 cooy ¢f the Ceternmination & the Nauvvw,
previding that so doing 6ces nct vioclete the current preovisicns

¢ the Fecderal Acquisition Reculation or any subsecuent
rod:7ication to the Fecer2l Acguisition Reculatlion made during
the terz ¢f this Agreenment.

] Variagn acreesz that costs Cescribed telow shall te
unallowatle f£or gevernment C€Ontract purposes ant shall rot ce
cherced CGirectly o7 irdireciliy T any c¢overnnent contrac:t of

uhcontrace

{g) the nen-recurring costs of perfeorning the gcticns
listed ir Annex I and Annex II acconplished by Varian
subseqguent to June 14, 15384,

(t} 211 costs of legz2l services {whether performed by in-
house ©Or privaze counsel), administrative and cierical
secvices, services of accountants and consuitents,
salaries and waces cf ernplovees, officers ané

irectors, travel, and any cdirectly related costs
incurred in connection with the suspension of Varian
and the rresentations, writiten and oral, to the Xavy in

cornection with the suspensicn.
(c} any costs paid pursuant to paragraphs 9 and 10.

Varian shall within 90 daye cf the date of the last
signazure on this agreement, adjust any billings already
subzitted to eliminate any such costs.

9, within 30 deys »f the date of the last signature to
this agreement, Varian will deposit $250,000 in a separate. escccw
account with the Bank of America. The funds in this account are
te be available solely to pay, at the direction of the Assistant
Secretary of the Navy (Shipbuilding & Logistics), liabilities of
Varian to the Crnited States, if any, which are established by
final judcment of a&a court of c¢cmpetent jurisdiction or by
acreezent between Varian and the Dnited States, relating to
evidence developed &s the result of the "ILL WIND" investigation,
including informatice provided by Varian as a part of the
suspension action.
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The Assistant Secretary of the Nevy (Shipbuilding ané
i{s:ics) and Varian snall review the status of this accoun
ually becirnning in Januvary 199C to Geterxzine whether thre
r the account are adecuate or any of the funds Iin the ac:c
may be returned to Varian. 1Interest earned on the funds in
account will be paid to Varian ennualilly on the anniversary
¢f the €ezcsit. tnds remalning in the account (incl:z:
cringigal end in fcn of such liatiliizies,
2ny, shell ke re: rian shall ke obligze
: mined to te due anj owi
ich funés in the account are no:
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11, In recosniticn of the acticns se- forih herein, anc
noitwitastanding the on-coing Departmen: of Justice investicatics,
the Navy, cn behalf of the Department ¢f Defense, agrees tha:t it
will terxinate the current suspension c¢f Varian Continental
Electronics anéd wil} not suspené or debar Varian or any of its
divisions basec uvpon the employee conduct ané related facts andé
circunstances set forih in the report described {n paregrach
4(b). Consistent with this agreement, Varian will nct be
suspenced or debarred in the event of an indictrent or convicticn
based orn enployee conduct which dces not materially Qdiffer from
that already reported, as long as the Assistant Secretary of the
Navy (Shipbuilding and Logistics) determines that Varian has
taken appropriate corrective action to ensure that such conduct

will not be repeated.

12. Failure by Varlan to meet any ¢f the conditions of this
Agreement or to perform any of the actions identified in the
Annexes, hot cured to the reasonable satisfaction of the
Assistant Secretary of the Navy (Shipbuilding & Logistics) within
fifreen days after written notice c¢f such fallure, will
constitute an independent cause for institution of suspension or
debarment proceedings pursuant to the Fecderal! Acquisition
Regulation, subject to any rights Varian migit have vnder those
regulations and applicable law.
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13. The execution of this Agreement by the Navy in no way
waives any criminal, civil or contractual remedy or right to seek
other costs not covered by this Agreement the Government may have
for the acts set forth in the company's presentation described in
paragraph 4!b) or for any other conduct that would give rise to

such remedles.

-

14. This Agreement is a public document anéd may be
distributed by the Navy throughout the executive branch of the
Governaent, as appropriate, and to other interested persons upon

request.

15. This Agreement constitutes the entilre Agreement between
the parties and supercedes all priog Agreements and
understardings, oral or weitten, with respect to the subject
matter hereof. This Agreement shall inure to the benefit of, <ad
be binding upon, the patties and their respective successors and

ass5igns.

16. This Agreement shall become effective on the date of tre
last signature hereto and shall, except for the escrow account,
continue thereafter for a period of five years. The escrow
account shall tecrminate as provided in paragraph 9.

VARIAN AS3SOCIATES, INC. DEPARTMENT OF DEFENSE

gzﬁ. 1%, tC]S‘] 7073 1989 B

A\ (Date} {Date]
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ANNEX T

Actions taken by Varian to assure its jntegrity as a
governien: contracicer: '

1. £stabliehed in 1986 ard operated continucusly throuvgh 13gg,
a standing Executive Overview Committee ("20C") conmprised of th
Company's Chairman of the Board of Directors and Chief Executive
cfficer; Presidernt 2nd Cnief Operations Officer; Vice President
and President, Elect:zon Device and Systems Group; Vice Pres:ice:n:z,
Firnance; and Vice Prezident and Generai {ounsel, to mcniters,
review and oversee the Coxpany's Governzent contract comzliance
activities. Anong its other responsibilities, the EOC receives
reports from the Coopany's marnagexzent, Legel Department, ang
Controller regard:n: ccnduct reported by emplcyees, acticn teken
as to such reports ard responses made to reporting employees.

The ECC reports annuz2lly, or more frequently as necessary, tc tre
Audit Committee ¢ the Company’'s Board ¢f Directors With respec:
to GovernTen: contract ccmpliance nmatters ané status, Iaclud:ing
reports receives fron employees and action taken therecn.

2. Effective Septexber 23, 1988, revised and reissued Corgpar:
Practice 290! "Encagament of Outsice Prolessional Consultznts"

(drafts of whick were prcvided to and reviewed with the Navy [is
Coamittee from July 19, 1988 through Ausust 16, 1988), to prov:iZe

for:
2.1 mandatory ceopilance;

2.2 corpozete officer level auvthorization of ail
consuiting arrangeaents;

2.3 conplezion of new:

Authorization f¢r Consultant form
Professional Services AQreement

Consultant Information Form

Consultant Report of Cecntact with Governnent
mployee;

000

2.4 compliance by all consultants with Varian's
standards of conduct set forth in Company Pclic:e:
and Practices as well as all applicable law;

2.5 mancatory review by Corporate Legal and/or Patert:
ancd Licensing Departments:

2.¢ accurate statements of work on invoices and
acreement of documentation as condition to
Fayment)
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2.7 preriniring pavment ¢f any services or exzenszs:
E-scectes b2 ke inm viciation cf regulrerenzs cf
thls preccice; and

2.8 2ccounting functicns te compare and verify p):
éocumentaticn, including coxpletion cf
zstbharizarisns, centrect end certificates, 2: &
preconditien o euthecrizine payzent, and to
maintain recozdés of payxent.

3. Effective Sepiexber 23, 1985, issved revised Comzany
Policy 0002 irccrpocratine tre nocifications regarcing applices:ic-
tc conesgleaniz, and meanegerent egsproval of business conlererce:
£. Inzlenesnted Varisn Conpany PFrectices and Policlies et
Coniinentel.

5. Threugh Ezthur 2ndecsen & Co., conducted 2 cerplete aui.c
¢f the Conilnenzel Elzgircnice Divisicn to cdelermine:s

5.1 ccmDilance with C8 20381

5.2 identity ¢f 211 consivltants which were rot
rezeinel 1n compliance with P 20C1g

5.3 identity of any conscltent &rrengenents regqulirir:
legal review;

5.4 the nature of divisicn practices and policies;

5.3 the =tatus cf certeln prior internal audit ecticn
1tens.

6. Legal Dezartment review of 211 28 consultants identifi=fd
a

by Arthur Andersen as & result of its audit, and isstance ol
sunmary repo:st to the Navy verifying the legitimacy of ectivit:.
pecformed under each of thece consulting arrangenents,

7. Sert letters of teramination to 21l currently eamployed
consultants of Continental which were not retained pursuant tc
the reguirements of CP 2001, advising each of them that the
consultinc 2rrengement was being terzinated to enable Verian tc
treview the relationship, but not cue to or &s the result of any
suspi-ions, indicetion or implication thet any ¢f these
consultante &re or were engaged in any Improper, unethical cr
{1legal conduzt, and indicating further that cecnsultants whno:ze
services were stfl]l required, would be re-reteined pursvant to
the provisions of the revised CP 2001.

8. Ferformed audits by the Company’'s Internal pudit
Department of all government contract éivisisong, Central Researc:.
and Ccrporate operztions regarding compliance with CP 2001 and C?
1000, including referral of certain consultant arrangements to
Corporate Legal for further review.
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9. Lecal Departnoent review of all parketing consultans
rzangenernts referred by Internal Audit as a result of the
governnent contract divisions' aydits, and issuance of a sumzary
report verifying the legitimacy ol activities perfozmed under
each of these ccnsultling arrangements,
rocees of sending letters to all curr ly
£ varian's government contract divie:
whose consulting arra.;e 2nts were not initiated pursuanc o
precedures specified in CF 20C1, advising thet all consultants
from whon pervices con..nue to be required must be re-encaced
pursuant to Varlan'’s revised "Engagement of Outside Professional
Consultants™ Practice 2001, and pending such re-engagercent, the
previous ¢consvlting arrancgement is terminated, The purpecse of
these notices 185 to enable Varian tc proceec with implementing
125 revised consucltant retention process, and not due toc or es &
result of any suscicion, indication or imglicatiorn that ary of
trhess individcals o:r ccnpanies are or were involved in any
irprope:, unethical ¢r illegal ectivities.

10. Coxxzenced the
exclcves conssltant

-
v~

ft n rr

>0 m
Y

oo

S

Szrencgthened f;r;nc;a‘ contrcls Company-wicCe with respec:t
peyzents to ccasultants and ceneral controls of nene~purchase
er pe

O f

1.
o
rd yments.

12. Di scip‘zdeﬂ all e:p‘oyees who have parcticipated in any cf
the matiers wrnich were reported to the Navy on October 13, 1988
13, Issuance to all employees and supervisory persornel of
seven menoranda from 1986 through 1988, from the Chairman of thre
Board and Chief Executive Officer, These memoranda:

c distribeted Company Policy No. 0001 entitled "Legal
and Ethical Conduct®™ (CP 0001), which reaffirned the
Cospany's comnitment to ethical and legal conduct in
all its activities, and the absclute necessity of
conpliance with the law, including Governzent
regulations in performance of Government contracts:

o stressed that infrsctions of Company policy,
applicable laws, or recocnized ethical business
standards "will subject the employee to disciplinarzy
action, which may include . . . suspension or
diemigsal;"

o specifled the responsibilities of the executive
cffice, managers at 211 levels and the Company's
General Counsel to implement Varian's policies and
procedures and the obligation of all employees to
comply with and strictly observe these policies anéd

procedures: and
58 C*Rg 179

~a




*e

¢ established 2 mechanisa (enunciated in CP 0001 and
2100) requiring all empicyees to report, on a
confidential b=gis and withou: fear of retribuvticn f:»
such reporting, any conduct involving the Cocgpany
which Is known to be illegal.

15, Issued to Varian's Genera2l Cperating Cotzittee a
nezorandus dated July 1€, 1688 stressing the absolute rnecessi:y
of compliance with Company Policies and Practices and distrizuzed
a draft "Certification of Compliance"™ document proposed to be
executed by all manacement personnel,

15. Broceeded with efforts initiated in 1986 and continued
throuck 1988 to strercthen the Companv’s time charging procedures
ard peclicies throughn:

o isscance and distributicn to all present maragers anc
supe:visory persconnel involved in Government contrac:
work, eanc 21l such new employees upcn employment, the
Cezpany Contrcller's Mancal Addendunm, dated M2y 12,
1986, entitled "Tirce Card Preparation anc Audiz
Prccedure®, or subseguent revisicn;

o increased¢ time card training;

0 the reguirement that a)l time cazds be prepared ir
ink; ang

0 increased floor checks and audits of time card
practices.

16, Continaoue irplementation, izgrovexent and expansion Z:c-
1986 through 1988 of training programs, practices and procedurec
in the foliowing subject areas:

Timecard Avarenesgs

Governrzeni Procurement System Requirements
Production and Inventory Control
Buyer Training

Defense Priorities RAllocation System
Governnent Property Management
Export Licensing

Transportation of Dangerous Goods
Small Eusiness Requirements

Ethics Guidance and Information

Cos%t Pr:nciples

12. Intracozpany Pricing

0 ~J v U e G N
.
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- OO
. L] .

59 RE 180




Tay

-5a

13. Ethics and You (Revisesd Versizn ¢f Ethics Guidence
anéd Irnformation)
14, IR&GD/BS&Z Awareness

15, Gevernsent Contract Co- liance and Aucit Trasining

16, Eow to Avoid Defective Pricing

17. Doing Business wWith the Governzent

18. Expense Reporting

15. Business Conference Guidelines

2C. refresher Course - Concdenseé Ethics, Cost
Frinciples, Expense Recorting, ans Business
Conference Guicdelines

17. Egtarlished in 1986 &nd expanded in 1588, a Corpora:ze

Goverrzent Businese Accounting and Coxrzliance Programs functicesn
with a dediczted manacer aprointec in 1983 reporting d‘re’t7v e
nlis expanded function incorporates

trhe Corpocrate Controller. Ti I
the oSrevicus CGovernment Pricing and Accounting CGrgernizaticen of
the Ccmpany's Microwzve Tude [Division, wrnicCh pr e':ole henilec
such matters.

lg. Expanded and strencthened the Company's Governxzent
ccnirect cemoliance efforts throuch imprcved systems cf contrcol,
and increzce emglovee awareress cf the importance ¢f comzliance
with Gevernment contract rules and regulations. Acco-cl:shre::
of these objectives i1nvcives:

18.1 Increasing in 198€ and contiruovs cevelogoze
threuch 1558 of the functicn and ca2pability of the Company’s
Covernzert Accounting Organization through:

o assignment to the Corporate Controller, direct
respensibility for Government contract
accounting and compliance: and

o] assignrment of Governmant contract au
responsibility to the Corporate Audit
Department, including adding Sedicated
Government contract auditors;

18.z2 Appointed an Affirmative Government Compliance
Team conprised of the Corporate Controller, Manager of Interral
Audit, Manzger of Government Business Accounting, and Legal
counsel], tc undertake the initial review, organfization and
implementation of the above-described programs, continue their
implementation, and report recommendations and progress to the

ECC.
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19.

20.

Iopiexented the following‘policies and procedures:

Actlon

Policies & Procedures

Issced new Marketing Practices
Policy No. 0GOé

I1ssued new Exployment of Fcrmer
Governtent Faployees Policy
No. 050G

Icssued new Managexent Certificaticn
Pol:cy No. 0C15 and began
izplementation

Issved rew “Code of Conduct™ bookle:
413 initiated dastribution

Expanded "Hct Line™ process to include
a help-line feature to promote and
foste: erplovee inguiries
Comnrunicazions

20.1 Sanctions & Compliance
Commurnication Progran

20.1.1 Company President's letter to
alil Group Presidents

20.1.2 CECQ and President's letter &
ranagers and supervisors
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1.

ANREX II

Actlions to be taken or continued {as indicated) by Varian to
assure its integrity as a governrent contractor.

Internal ethics control report to be ceubmitted to ASN (Ssr!

-l

‘.l
1.2

1.4

1.5

1.6

wonthly which will include:

Status of defective pricing cases.

Fotification

of any external {nvestigation relatirng to

gove:rnnent procurezent of which the coapany g aware.

cati
ct

N =

T

P oda

o
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n

Inscances of
etandards of

of any Qui Tanm suit relating to geverrmernc
which the cozpany is aware.

disciplinary action for viclations of
conguct. To be reported generically by

type of vioclation accomzanied by 2 statement regard:ing

the level of

Standards of

discipline.

conduct/ethics awareness training conrnductel

and number of people who participated at Defense

Divisions.

Number of Eotline calls reiating to government contract:

and cisposit

ion of each call.

Continental Electronics Division Compliance

2.1

Completion of all mandatory and supplementel
conpany training prograzs invelving compliance
and ethics as follows:

2.1.1 All enmployees: four part mini-
: module (Business Conduct, Cost
Principles, Expense Reports and Compieted by

Ethics}

Janupary 1989

2.1.2 Al]l employees:
Tize Caré Module Jarvary 1989
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3.

Training

3.1 Marketing Practices Course (training
pursuant to new CPCO0§ Marketing
Practices Policy)

3.2.1 Course paterials ané content
creparatisn January 1989

3.1.2 Implementation of training for:

o C=ZD Marketing Mcduyles January 1565
© Othe:z EDSG DRivisions:

Mz2:-keting Modules March 1§8¢
0 {cxmercial Div.sicns:

all Modules Ongoirg

Audits

5.1 Compliance with CP 2001 "Ensagement
of Qutsice Professioral Censultants
by Coazercial {non-gcvernzent)
éivisicns March 155¢C

4.2 Intezrnal Audit "Governaent Compliance

Reviews"”

4.2.1 Beverly Microwave Div.

4.2.2 Microweve Tube Div, For “hese fou:-

4.2.3 Continental Electronics divisions:
Divisien ongeoing throuut

4.2.4 50314 State Microwave Div, Decexber 31, 132%

4.3 Internal Audit Cost Principles
review of gDSG Sales Cffices Decenber 3:, 1325

4.4 Internal Audit Control Review
- Western Data Systems EDP Audit
of Continental December 31, 1329

4.5 Internal Audit Company-wide of
marketing activities and pro-
cedures to review implementation
of Company Policies and Proce-
dures (CP's nuxhbers 00C1l, 0002,
0003, 0c0S, 0006, 0350, 4%00, Ongoing threoucgh
4901 ané 4902). December 31, 1932
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4.6 In addition to previously completed
audites of specific policies, additional
internal sucits of CED to confirm
icplexentation of Conpany Policles anc
Procecures required under Managewent
Ce:t:ficaticn (CP5C15) Mz:-ch 1885

S. Ethics Awareness Progrem

5.1 Executive workshoo procram January, 1533
5.2 Extend ethice awareness procranm to Comxmencing
managexert levels Jenuary 153§

6. Varian will provice to the Navy dccumentation concerning
1ntracoopany transfers, to include:

6.1 Corporate audit follow-ur reviews of divisions tha: Ra2d
eithe: not izplemented cozpany practices ¢n intracorpan;
transfers, ¢r had only partially or inconsistently
implemented these Ccapany practices.

€.2 Arthur Ancersen and Coxpany review of intraccmpany
transfers froom Simicon

6.3 Status of new precedure on intraconmpanry transfers zand
pians for auditing implementation of new procedure.

7. Completed Actions fron Annex I which are to be
continued in addition to other ongoing actions
set forth in this Annex I

7.1 Operation of the Executive OQverview
- Committee

7.2 Comparny Policles {subject to appropriate
revisions, reissvance or other improvements)

7.3 Periodic compliance audits by Varian's Interrnal Aud::
Department &nd inderendent auditors as designated in
the anncal audit plar and as {ncluded in the
Contreoller's check list (quarterly) and the Interral
Control Questionnaire (annual)

7.4 Ongcing and perisdic training rrograms
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7.5 The Corporate Business Accounting ané Cocpliance
rogran function

7.6 Operation of the Affirmative Governmnent Complisnce Teaz

8. The Chairman/CEC of Vari{an will peet with the ASN (S;iL)
quarterly to discuss the impiexzentation of the terms of the
Agreement,
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White Wire Rope Co., Racine - R. Kohler, Maintenance:
Yo not make copperas any more. They dispose of their pickle liquor to the
.ne Sanitary District. The copperas producing machinery is idle in their plant
. this time.

P - Interlake Steel, Riverdale - Jerry Hardacre:

Hardacre says they have nothing of interest for us for the moment, The relation-
ship continues cordial.

P - Northshore Sanitary - 3ill Koepsal:

The half and half ferrous ferric chloride is working poorly at North Chicago and
badly at Waukegan. He says he has to have the ferric salt the Gary situation should
esse by the end of this week however and a tank truck will be rushed up all speed
possible. :

P - Rockford Sanitary District - Richard Eich:

The Rockford Sanitary District will not entertain the thought of receiving and
storing and accumulating chemicals for us for shipment from their premises to
Kansas City or Gary. No other news.

P - Stewart Warner, Chicago ~ Gothelf:

There has been a big shake up, the enviormmental committee is disolved, and the
pollution problem has been turned over to a new man Dick Johnson, will Horn please
contact him, out for the day.

P - Zenith Radio - Phil Bolander:

They are contemplating an electronic parts cleaning set up using freoa TMC which
will be reclaimed by distilling, leaving a mud that they wish disposed cf. He
¢laims he will generate 3200 1bs. per day of sludge comprising 40 to 607% slate
flour 357 styrene polymers approximately 1% tertiary butyl benzoate. He wants

to know what we will charge to dispose of this for him. He can get us representa-
tive samples, presumably from somebody elses rig, if we want them. Will speak

to Art Davis about this,

Call - Spent the day with N. B, Hjersted and Davis at Gary covering business in
conference.

P - Southbend Sanitary District - Jeter, Chemist:
Their new plant built by Solitt is not working! So they 2re using no chemicals,
have backed off to let the Solitt engineers make the place work or else. No
business for us untill they get through this phase. '

November 15, 1974

P - Elkhart Sanitary District - Mr, Lingard:

His problem of to much sludge for the capacity of the plant continues. They are
trying different strategies but no chemicals because he says chemicals would only
increase the amount of sludge., Again he dodges the question of what is the per cent
solids in the sludge, which in my opinion is essential to correct thinking in the
entire matter. ’

November 18, 1974

P -~ National Lock Co., Rockford, Ill. - Dick Nordberg:
Was unable to reach Bennett the chemist. Nordberg, Purchasing, gave me a rough
two minute phone visit to say that I would have to sharpen my pencil before they
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¢ ~ Barber Coleman Co., Rockford A. H. Guerneey,
Purchasing

(5)

Only outbound chemical of consequence is 2,000 gallons a wonth of mixed oile
including lub oils, cutting oils, and probably hydraulic oils. Never the less
he would like our brochure, Will Kansas Cit lease send to

P - Admiral Radio, Harvard, Ill.
Attempted to phone Orland Turrif but he was per usual not available. The
phone service in this place is terrible. Will phone from Lake Loff later.

Kovember 22, 1974

Northshore Sanitary District - 5ill Koepsal

The second tank wagon of ferric chloride from Conservation is delivered, they
are resting easier with us, Bids for the 1975 ferric chloride and lime re-
quirements will be mailed out shortly, we helped Koepsal on his rewording to
include 26% ferric chloride.

P - EPA, Springfield, Ill. W. Child

Child returned my phone call to say that he had been unable to obtain any policy
clarification regarding liquid chemical disposal in land fills. Nevertheless
they were sending us what data they had available in regard to Pagel's pit.

We will have to see what they finally show up with.

Child also suggests that the only way I can assemble the picture of "what is
heppening" is to come to Springfield and talk to the people. He volunteers

to arrange appeintments for me and Introductions with several important people
invelved including his boss, etc. (N.B. Hjersted vetos this to my regret. 1
believe that this is the only way that we will find out what the thinking is.
Whether the thinking stays put after our investigation of it is of course a
matter of speculation).

November 25. 1974

Phone Conference with Art Davis:

Trent Tube - Art suggests I call here,East Troy, Wis. to check this situation in
view of receipt of an inquiry from Trent Tube for prices on substantial quantities
of a pickle liquor or neutralized sludge from same. This account has to now been
handled through Hydrite Chemical.

Samples of Pickle Liquor not yet received from Northwest Steel & Wire:- Horn
phoned Northwest to find they have not been sent, are still coming when available.

End of conference with Art Davis.

L

P - Corey Steel Perkins
The wmachinery to precduce copperas amd rejuvenate his picle liquor s out of
comission. He has some 6,000 gallons a week of picle liquor available and will
receive a quotaticn from us on this. I asked for a sample which he says will be
available in a week or so. They are rebullding their acid tanks. Horm will pick
up this sample and rush it to Gary for this is a clean pickle liquor, sulphuric.
1t would be of use £o us in several directions. Perkins says it will be a year
e- move before thes zer e naw parte for their centrifuge for their rejuvenating




(4)

Trip to Rockford —

Call - National Lock Dick Nordberg, Purchasing
He has a quote from AAA, a local outfit to leave 2400 gallon portable tanks om the
premises to be loaded at Nordbergs pleasure, and to be picked up via cables and
wench, etc,, by & special truck and carted away. AAA speaks of six land fills
that are authorized to receive chemical wastes. '

The other hard fact is that Natiomal Lock is going through paroxycsm of re-
trenchment. They are selling all suplus stocks, including their tool steels.
So Nordberg says it 1s just not in the cards for them to spend any more money
on vendor services than they have in the past. They have not utilized AAA's
service yet. He tacidly admits that cyanides from National Lock are through
Kullberg scattered in the Byron area and they are concerned that they may be
legally implicated before we are done with the Byron Salvage situation.

They have some lube oils and cutting oils that are hauled away for a fee,
approximately 1500 galloms a month he says which sounds low. They also have
twenty drums a month of paint and solvent cruds.

Call -~ Greenlee Brothers, Rockford, Ill. E. Hogan, Purchasing

They have their own homemade rig to precipitate the oils out of their cutting oil
emulsions so that they can dump the water into the sewer and reclaim the oils.
These are mixed with such lub oil slops as they generate, taken away by 2 salvage
outfit for a fee, 1,000 gallons a month, This is one of the large machine tool
manufacturing outfics in town.

P - Rockford Sanitary District Dick Eich

Eich was in conference with consultants and equipment manufacturers in regard to
expansion of the Sanitary District facilitjies., He would be tied up all day.

He said he has no knowledge whatsoever as to what 1s happening to cyanides
locally but will do his best to find out. Presumably I can learn from him after
he has found out from people where the cyanides are going as of this moment. He
acknowledges the legal action at Byron and is just as curious a2s we are as to
who is doing what at this time.

P - Envirommental Proctection Agency, State Offices, Rockford - Harris Shein
Harris Schein-also says he has no knowledge whatsoever about what is happening
to cyanides locally now that the Byron free wayside dump has been shut down.
He finally admitted that this is not because he doesn't want to tzlk to me, he
jur-t doesn't plain know. So no help here.

P - Commercial Wire Products
No out bound chemicals they say.

P - Sundstrand Corporation, Aviation Division N. Florence

They develope 500 drums a year ofsludge from an electro machining device called
elox plus laping compounds., Do we have any experience in handling these products?
They also have 7-15,000 gallons of mixed oils and solvents, This is 2 mixed

bag indeed including cutting oils, When we have something out this way we can
take arother look at this one.

They have another division, Sundstrand Hydraulics. Talked to Ron Grim there to
find again mixed oils, 10,000 gallons per month. '




W%lliam G. Seils
Richardson Electronics, Ltd.

40W267 Keslinger Roaqd
LaFox, IL 60147

Ruth Mancos

Emergency Support Section

U.S. Environmental Protection
Agency 5HS-11

230 south Dearborn Street

Chicago, IL 60604






